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IN THE UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF COLUMBIA 


FRANK L. PIERCE, 
256 Marlborough St. , 
Boston 6, Mass. 


AMP INCORPORATED, 
Harrisburg, Pennsylvania 


Plaintiffs , 


vs. ‘Civil Action No. [506-57 
ROBERT C. WATSON, ‘| Filed March 1, 1957] 


Commissioner of Patents, 
Washington, D. C. 





Defendant. 


COMPLAINT 


i This action arises under Section 145 of Title 35 of the United 
States Code (formerly Section 4915 of the Revised Statutes of the United 


States) as hereinafter more fully appears. 





2. The plaintiff Frank L. Pierce is a citizen of the United States re- 
Siding at 256 Marlborough Street, Boston 6, Massachusetts; and the 
plaintiff AMP Incorporated is a corporation organized and existing 
under the laws of the State of New Jersey, having offices at Eisenhower 
Boulevard, Harrisburg, Pennsylvania. 


3. The defendant Robert C. Watson is the Commissioner of Patents 
of the United States and is sued in his capacity as Commissioner of 


Patents of the United States, and said defendant has offices 
States Patent Office, Washington 25, D. C. 


in the United 








2 
4, Plaintiff Frank L. Pierce is the first, original and sole inventor 
of the subject matter described and claimed in an application for United 
States Letters Patent filed in his name in compliance with the patent laws 
of the United States on August 19, 1948 for ELECTRICAL CONNECTOR 
which application has been assigned Serial No. 46967. 


5. Plaintiff AMP Incorporated is the owner of the entire rights, title 
and interests in and to the invention described in the said application for 
Letters Patent of the United States Serial No. 46967, and in and to said 
application. Said application was assigned to the plaintiff AMP Incorpo- 
rated and said assignment was duly recorded in the United States Patent 
Office in Liber G236, Page 582, on June 11, 1953. 


6. The said application was filed, and thereafter duly prosecuted, in 
accordance with the laws of the United States and the Rules of the Fatent 
Office then in existence and is confirmed by an inspection of the record 
of proceedings in the Patent Office, or by an inspection of a duly authen- 
ticated copy of the file wrapper and contents of said application as filed 
and prosecuted in the United States Patent Office. 


7. The said application was passed upon by the Patent Office Exam- 
iner in charge, who, as the file wrapper shows, finally rejected and 
refused to allow Claims 4 through 7, 11 and 12, as set forth herein: 


4, The method of making an electrical connection 
which comprises forming a connector blank of metal with 


laterally projecting ears, curling the ears toward one an- 


other to form a close ferrule portion, surrounding said 
ferrule portion with a layer of tough insulating plastic, 
assembling a wire in said ferrule portion, driving the 
edges of said ears against said wire by inward pressure 
exerted on substantially all parts of said insulating layer, 
except that at least during the early stages of said driving 
the pressure is relieved over the line of meeting of said 
ears, whereby the plastic may be extruded into said areas 
from adjacent portions of said layer and pressure of the 
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plastic is less at said meeting line than on adjacent areas of 


the metal ferrule, whereby said ends are held'together. 


3. The method as defined in claim 4 in which the ears 
are at first closed to a cylindrical ferrule form, the plastic 
layer is applied thereon as a seamless sleeve and permanently 





secured thereon, the connector thus insulated is assembled 
on a wire, the ends of said ears are first buckled inward by 

a mild indentation of the plastic sleeve by a constrictive pres- 
sure exerted on and distributed over other areas of said 
plastic sleeve. ! 


6. The method of making an electrical connection which 





comprises forming a metal connector with a wire engaging 
portion, forming a plastic insulating sleeve adapted to sur- 
round an end of the connection, assembling said connector 
and said sleeve onto a wire with the sleeve embracing the 
connector and wire, and subjecting the connection to inwardly 
directed pressure sufficient to consolidate the wire with the 
wire engaging portion of the connector, said pressure being 
applied to the exterior of said sleeve and distributed over 


the full circumference in a major area thereof. 





7. The method as defined in claim 6, in which the wire 
engaging portion of the connector is buckled inwardly by a 
localized lighter pressure applied to the exterior of the in- 
sulating sleeve, thereafter driving said metal inward against 
the wire along the curves of said buckled area from opposite 
sides thereof by pressure distributed over surrounding areas 
of the sleeve, thereby subjecting said sleeve to edgewise 
compression in the area over said buckled area of the metal 





connector. 
11. An electrical connection which comprises a metallic 

ferrule having a.longitudinal 1insecured sdam, ‘the ‘meeting 

ddgembf said ferrule algng-the .séam-béing. curled.inwardly 
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to form an indentation along the length of said seam for 
intimately contacting a conductor therein, an insulating sleeve 
of tough plastic material on and surrounding at least the outer 
end of said ferrule and indented with but spaced from the bot- 
tom of the indented portion of said ferrule, said sleeve being 
thickened in the indented portion thereof. 


12. An electrical connection which comprises a metallic 
ferrule having unsecured meeting edges along the length 
thereof, said edges being inwardly buckled to form a V-shaped 
valley on the exterior for intimately insulating sleeve of tough 
plastic material on at least the outer end of said ferrule and 
having over said V-shaped valley a shallower and round bot- 
tom indentation, said sleeve being thicker in the indented 


portion thereof. 


8. The applicant Pierce appealed from the decision of the Examiner 
to the Board of Appeals, which erroneously affirmed the rejection of 
the Examiner in a decision dated May 31, 1956, and modified by said 
Board of Appeals in a decision dated January 30, 1957, all as is appar- 
ent from an inspection of the duly authenticated copies of the application 
and record of the proceedings in the Patent Office. Said Board of 


Appeals erroneously refused to allow claims 4 through 7, 11 and 12 set 


forth hereinbefore. 


9. As a result of the aforesaid erroneous decision of the Board of 
Appeals, the Commissioner of Patents has refused and still refuses to 
grant to plaintiff Frank L. Pierce Letters Patent on said application 
Serial No. 46967, for the invention or discovery set out in the claims 
recited hereinbefore in paragraph seven (7), although the plaintiff 
Frank L. Pierce is lawfully entitled to said grant and plaintiff AMP 
Incorporated is entitled to the issuance of the Letters Patent on said 
application. 


10. No Appeal has been taken here to the United States Court of Cus- 
toms and Patent Appeals. 
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11. The plaintiff AMP Incorporated is willing and hereby offers to pay 
all expenses of this suit as, if and when ascertained by this Honorable 
Court, and any and all lawful fees and charges arising from or incidental 


to said application and an issuance of Letters Patent thereof. 


WHEREFORE, as the plaintiffs can have no adequate relief save 
by this Honorable Court, plaintiffs pray this Honorable Court to author- 
ize and direct the Commissioner of Patents to grant to plaintiff Frank 
L. Pierce Letters Patent of the United States on application Serial No. 
46967, including the above named claims 4 through 7, 11 and12, and 
to issue said Letters Patent to plaintiff AMP Incorporated upon the 





filing in the United States Patent Office of a certified copy of such an 

adjudication and compliance with the requirements of the law in such 
| 

cases made and provided. | 


FRANK L. PIERCE | 
AMP INCORPORATED 
Plaintiffs 
/s/ Truman S. Safford 
By Truman S. Safford 
60 East 42nd Street 
New York 17, New York 


/s/ ! 
Stevens, Davis, Miller & Mosher 
Munsey Building | 
Washington 4, D. C. | 
March1, 1957 Attorneys for Plaintiffs 


[ Filed April 11, 1957] 
ANSWER TO COMPLAINT 


To the Honorable the Judges of the United States District Court for the 
District of Columbia 


1. The defendant admits that this action arises under Section 145 
of Title 35 of the United States Code. He denies, however, that said 
section was formerly Section 4915 of the Revised Statutes of the United 
States. 
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2. The defendant admits that the plaintiff, Frank L. Pierce, is 
a citizen of the United States. He asserts that he is without knowledge 
or information sufficient to form a belief as to the truth of the remain- 
ing allegations of paragraph 2 of the complaint. 


3. The defendant admits the allegations of paragraph 3 of the 
complaint. 


4. The defendant denies the allegations of paragraph 4 of the 


complaint. 


5. The defendant denies that an assignment of the patent applica- 
tion of the plaintiff, Frank L. Pierce, Serial No. 46,967, to the plain- 
tiff, AMP Incorporated, was duly recorded in the United States Patent 
Office in Liber G236, page 582, on June 11, 1953. The defendant 
asserts that he is without knowledge or information sufficient to form 
a belief as to the truth of the remaining allegations of paragraph 5 of 


the complaint. 


6. The defendant admits the allegations of paragraph 6 of the 
complaint. 


7. Except for denying that claims 5 and 12 of the patent applica- 
tion of plaintiff, Frank L. Pierce, Serial No. 46,967, are as set forth 


in paragraph 7 of the complaint, the defendant admits the allegations of 


that paragraph. He states that said claims 5 and 12 correctly read as 
follows: 


5. The method as defined in claim 4 in which the ears 
are at first closed to a cylindrical ferrule form, the 
plastic layer is applied thereon as a seamless sleeve 
and permanently secured thereon, the connector thus 
insulated is assembled on a wire, the ends of said 
ears are first buckled inward by a mild indentation 

of the plastic sleeve localized over the line of meet- 
ing of said ends, after which said ends are driven in- 
wardly beyond the indentation of the plastic sleeve by 
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a constrictive pressure exerted on and distributed over 
other areas of said plastic sleeve. | 





12. An electrical connection which comprises a metal- 
lic ferrule having unsecured meeting edges along the 
length thereof, said edges being inwardly buckled to 
form a V-shaped valley on the exterior for intimately 
contacting with said meeting edges a conductor within 





said ferrule, and an insulating sleeve of tough plastic 
material on at least the outer end of said ferrule and 
having over said V-shaped valley a shallower and 
round bottom indentation, said sleeve being thicker 
in the indented portion thereof. | 


8. The defendant admits that the applicant, Pierce, appealed 





from the decision of the Examiner to the Board of Appeals which 
affirmed the rejection of the Examiner in a decision dated May 31, 
1956 and modified by said Board of Appeals ina decision dated January 
30, 1957, but he denies that such affirmance by the Board of Appeals 
was erroneous. He admits that said Board of Appeals refused to allow 
claims 4 through 7, 11, and 12 of the patent application of plaintiff, 
Frank L. Pierce, but he denies that such refusal was erroneous. He 
also again denies that claims 5 and 12 are set forth in the complaint. 


9. The defendant admits that he has refused and still refuses to 
grant to plaintiff, Frank L. Pierce, Letters Patent on application, 
Serial No. 46,967, containing claims 4 through 7, 11, and 12 thereof, 
but he otherwise denies the allegations of paragraph 9 of the complaint. 


10,11. The defendant admits the allegations of paragraphs 10 
and 11 of the complaint. | 


FURTHER ANSWERING, the defendant asserts that the plaintiffs 
are not entitled to a patent on the application involved in this civil 





action containing any of claims 4 through 7, 11, and 12 thereof , for the 
reasons given and in view of the references cited in the Examiner's 
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final rejection, the Examiner's answer, and the decisions of the Board 
of Appeals in that application. Profert of copies of the said final rejec- 
tion, answer, decisions and references is hereby made. 

Respectfully submitted, 


/s/ C. W. Moore 
Solicitor, U. S. Patent Office 
Attorney for Defendant. 


| Certificate of Service] 





[ Filed Sept. 14, 1948, PLAINTIFF'S EXHIBIT 1 
U.S. Patent Office] _ Paper No. 1 


PATENT SPECIFICATION - 46967 
This invention relates to electrical connections and methods and 
apparatus for making the same. More particularly the invention is con- 
cerned with permanently insulated connections and their manufacture. 
Prior to my present invention the ferrules of electrical connectors 
had been covered with insulating sleeves of tough plastic before assembly 
with a wire (including, as the word is used herein, extruded electrical 





conductors without limitation to cross-sectional shape), and the pressure- 
forming of such insulated connectors with the wire assembled therein. 
That invention is disclosed and claimed by William S. Watts in a prior 
patent No. 2,410,321. As shown in that patent, the pressure forming of 
the connector with the wire was in transverse areas changing the radius 
of curvature to increase it (i.e. flatten) at the top and bottom and to 
reduce it (i.e. bend more sharply) at the sides, but no.reversal of curva- 
ture was imposed on the wall as a whole. Near the side edges a corner 

of the die was coined into the ferrule, but this was not an ‘indentation but 
rather an area of edgewise compression in which the material of the 
ferrule tends to extrude laterally over the corner. Indent crimping of 
ferrule connection was well known and widely practiced prior to the 
present invention, but the use of the insulated ferrules of Watts in such 
indenting tools was far from foolproof because the localized pressure, 
tending to reduce the thickness of the insulation (even as it also reduces 
the thickness of the metal ferrule) gives an electrically weak spot which, 
unless great care or strict standardization of conditions is observed, 
results in a connection of uncertain insulation. 

It is an object of the invention to overcome this difficulty and to 


provide a connection and method and apparatus for making the same 
which can be altogether reliable even in the hands of unskilled workmen. 
This object is attained according to the present invention by so modify- 
ing the method and apparatus for effecting an indentation of the ferrule 
that the high crimping pressure is not localized in the indented area but 
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is distributed over a major area of the plastic. When one starts with a 
cylindrical ferrule, as is customary, the inward buckling, of course, 
requires a sharply localized pressure in the area which is to be buckled, 
but this occurs while there is a clearance within the connection and can 
therefore be performed by a relatively light pressure insufficient to 
substantially reduce the thickness of the plastic. The further forming of 
the connection then proceeds according to this invention by driving the 
metal and plastic together edgewise along the curves on opposite sides 
of the buckled area. The metal, being on the inside, is curved on a 


shorter radius and directed more nearly normal to the wire and thus at 
the center of the buckle is pushed almost parallel inwardly from opposite 
sides, whereas the plastic in this area is pushed against itself in an area 
confined by the buckled metal underneath and thus tends to actually 
thicken in that area; so that even if the localized pressure for initial 
buckling should have reduced the thickness of the plastic, it can thus be 
restored or even increased. According to the present invention this is 


best assured by use of a die which has twin troughs in its bottom, each 
with a curvature approximately one-quarter the width of the ferrule 
(which should equal approximately the width of the die cavity), but with 
the central ridge between the troughs sufficiently cut down to leave room 
for substantial thickening of the ferrule, and especially the plastic, and 
rounded to a smooth convex form of sufficient radius of curvature to 
avoid any serious tendency to puncture the plastic sleeve during the initial 
buckling. The final pressure-forming under highest pressure, by which 
the ferrule is consolidated with the wire, is advantageously performed in 
a die which completely surrounds the sleeve and thus exerts pressure 
thereon over substantially its entire area. Ordinarily the crimping force 
is applied only in opposite directions along one line of action, e.g., to 
the top and bottom of the die, but since in the earlier stages, while there 
was possibility of buckling and bending, the connection will have been 
shaped to fit the die, and since the plastic flow of this final stage tends 
to transmit pressure somewhat like a hydraulic fluid, there is actually 
pressure exerted against all the surfaces of the die which is almost 
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uniform in its intensity. Thus, there is no opportunity for puncture and 
the thickness of the plastic sleeve is substantially maintained. 

Although in this final stage the ends of the dies may be left open 
to the full thickness of the plastic sleeve, the endwise extrusion of 
plastic is not serious unless a very soft material is used, If it should 
prove objectionable, it is a simple matter to provide an end plate or 
shoulder on the mold to be fitted tightly around the wire or the metal 
ferrule so as to confine the plastic within the cavity. 


In the accompanying drawings is shown one example embodying 


the invention; | 
Figure 1 is an isometric view of a connector ready for application 
to a wire; | 
Figure 2 is a view in transverse section of a connector and wire 
assembled and located in a crimping die at the beginning of the crimping; 
Figures 3 and 4 are views similar to Figure 2 showing successive 
stages of the crimp; and | 
Figure 5 is an isometric view of the completed connection. 
Referring to Figure 1 of the drawing, there is shown a connector, 





comprised of a contact tongue portion 10 and a ferrule portion 11 
integrally formed from sheet copper (ordinary pure copper, electrical 
grade) or soft brass, or like metal of hardness in the range fully an- 
nealed to quarter-hard. The edges, 12, of the ferrule portion are 
brought together in a butt seam, but are not secured to each other. Over 
the ferrule portion is a sleeve 14, of tough, insulating plastic with 
relatively high surface hardness, such as a vinyl chloride vinyl acetate 
copolymer, advantageously one in which the ratio of chloride to acetate 
is from about 9:1 to about 40:1 (and most advantageously high in that 
range) and the plastic is only slightly plasticized by added plasticizers 
or is substantially free of such added plasticizer. Other materials, such 
as vinylidine chloride polymers or copolymers (commercially available 
as Saran) and polyamides (commercially available as nylon) may be used 
in like manner, as more fully set forth and claimed in the patent of W. S. 
Watts No. 2, 410, 321, and application Serial No. 10, 622 filed February 
25, 1948. Advantageously the ratio of thickness of metal and plastic in 
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the ferrule and sleeve portions is about as shown in the drawing, but 
this thickness of the plastic may vary from a fraction of the thickness of 
metal in the ferrule to several times its thickness and the best ratio will 
depend upon the particular plastic used, the thickness being chosen first 
to give the required voltage breakdown strength and second to give 
plastic flow under the final high pressure of crimping as hereinafter set 
forth. 

The sleeve 14 is advantageously secured to the ferrule 11 before 
assembling with the wire. This may be by shrinking into secure grip- 
ping relation, as described and claimed on application of Frank Sowa 
Serial No. 560, 785 filed October 28, 1944,/ or by cementing as set 
forth and claimed in an application of R. C. Swengel Serial No. 523, 004 
filed February 19, 1944, In the latter case, a band adjacent the edges 
12 is advantageously left uncemented. 

The bared end, 16, of an insulated wire, 18, is inserted into the 
ferrule, 11, as shown in Figure 2. In Figure 5, this relation is shown 
but with the insulation spaced back from the end of the ferrule to better 
disclose the connection. Ordinarily this space will not be left, the in- 
sulation of the wire 18 being pushed up against the end of the ferrule and 
then being further compressed against it by the longitudal extrusion of 
the connector during final pressing in the die. Or the end of insulating 
sleeve 14 with or without a portion of the ferrule, may be extended over 
the end of the insulation on wire 18 to provide an insulation support. 

The assembly is then put into a crimping die set 17, 19 with the 
butt seam 12 centered along a convex ridge 20 between twin concave 
troughs 22 each of which is cylindrical with radius of curvature approxi- 


mately (and advantageously exactly) one-quarter of the width of the die 


recess. 

The radius of curvature on the ridge 20 is advantageously relative- 
ly long on the top of the ridge and merges smoothly with the concave 
faces. Thus the convex ridge may have a curvature of radius from about 
one-fifth to about double that of the concave faces 22 and most advan- 
tageously more than half, and a chordal width from about half to about 
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one-sixth the radius of the concave faces 22, most advantageously be- 
tween one-third and one-fifth. In general the radius and width of the 
ridge should be in the higher part of the range for the smaller diameter 
connectors and vice versa. Furthermore, with the greater chordal 
width the radius of curvature should approach one-half the chordal width. 
In this way the ridge remains as high as possible to give full curling 
action from the concave faces 22 and yet avoids puncture of the outer 
plastic sleeve 14. 

The initial closing of the die from the relation shown in Figure 2 
to that shown in Figure 3 exerts a localized pressure on the sleeve 14 
directly over the seam 12 with the consequence that the seam is buckled 
in against the wire 16. As will be evident, this action requires a sub- 
stantial clearance between the ferrule and the wire, which is an advan- 
tage of the invention since it facilitates insertion of the wire into the 
ferrule. ! 
After the free edges 127 are turned inward as shown in Figure 3, 
the sleeve 14 is pressed into the concave die faces 22 50 that the sleeve 
in itself becomes a curling die for the ferrule 11. | 

As the dies 17 and 19 continue closing together the ear portions 26 
of the ferrule are curled by the pressure from the dies and in part driven 
over the inner surface of sleeve 14 and in part compressed edgewise with 
the consequent thickening of the metal in the sides as more fully de- 
scribed and claimed in copending applications of James Cc, Macy, Serial 
No. 717, 842 filed December 23, i946/ and Serial No. 679, 630 filed 

Patent No. 2,557,126, issued June 19, 1951 ! 

June 27, 1946/. | 

At the same time the plastic sleeve 14 is subjected to a similar 
edgewise compression action, as well as to compression between the 





curled ears 26 and the concave die faces 22 with the consequence that 
the plastic material is driven into the V-shaped valley 28 above the 
edges 12* and into the side portions 30. This puts the curled ears 26 
under radial compression throughout, thus assuring complete compres- 
sion of the wire 16° to a solid impervious cross-section and also drives 
the plastic down into the valley 28 at the same time that the maximum 
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compressive force is applied. Thus the pressure of the plastic trying 
to crowd into the valley 28 counteracts the tendency of the ridge 20 to 
squeeze the plastic out from under it, preventing puncture which might 
otherwise occur. 

Depending on the plastic used and upon the temperature and com- 
pressive force applied during this final operation, the plastic may be 
- driven down and permanently molded into the crack between the edges 
127 so as to completely seal them; or the plastic may be driven down 
into the valley 28 without quite filling its bottom, and may even draw 
back slightly from the bottom when it is released from the crimping 
pressure. 

I CLAIM: 


an eee indented which is in intimate 


having/@ portion thereof/buekted-inward-and-pressed-inte contact with a 

conductsr embraced in the ferrule, an insulating sleeve of tough plastic 

material araund said ferrule and covering at none the outer end of said 
ndente 


ferrule, but spaced from the bottom of the/inward-buekted portion of the 
ferrule and less sharply indented than said portion. 


ar-inwerdy-indented 
2. An electrical onnection with comprises a metal ferrule having/ 


DOFtHCn th of-buckteditward and pressed inte yeontact with a con- 
ductor embraced in the ferrulé;.a seamless insulating sleeve of tough 
plastic material around said ferrute and covering at least the outer end 
of said ferrule, but drawn radially away from the bottom of the/inwazrd 
buelted portion and thickened in the area thereover. 

3. An electrical connection which compxjses a metal ferrule having 


unsecured 


/meeting edges at one side thereof buckled inward arming a V-shaped 
an area of intimate contact between = meecing ees 

valley on the exterior thereof/and-pressee retwith a conductor 
embraced in the ferrule, an insulating sleeve of tough plaStic material 
around said ferrule and covering at least the outer end of saidNerrule, 
but having over the V-shaped valley a shallower and round bottonNin- 
dentation on its exterior. 

4. The method of making an electrical connection which comprises 


forming a connector blank of metal with laterally projecting ears, curling 
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the ears toward one another to form a closed ferrule portion, surround- 


ing said ferrule portion with a layer of tough insulating plastic, assem- 
bling a wire in said ferrule portion, driving the edges of said ears 
against said wire by inward pressure exerted on substantially all parts 


uring the early stages of said drivin 


of said insulating layer, except that imitially at least/the pressure is 
relieved over the line of meeting of said ears, whereby the plastic may 


be extruded into said areas from adjacent portions of said layer and 





pressure of the plastic is less at said meeting line than on adjacent 
areas of the metal ferrule, whereby said ends are held together. 

9. The method as defined in claim 4 in which the ears are at first 
closed to a cylindrical ferrule form, the plastic layer is applied thereon 
as a seamless sleeve and permanently secured thereon, the connector 
thus insulated is assembled on a wire, the ends of said ears are Ts 
buckled inward by a mild indentation of the plastic sleeve localized over 


after which 
the line of meeting of said ends, aad/said ends are driven !inwardly 





beyond the indentation of the plastic sleeve by a constrictive pressure 
exerted on and distributed over other areas of said plastic sleeve. 

6. The method of making an electrical connection which com- 
prises forming a metal connector with a wire engaging portion, forming 
a plastic insulating sleeve adapted to surround an end of the connection, 
assembling said connector and said sleeve onto a wire with the sleeve 
embracing the connector and wire, and subjecting the connection to in- 
wardly directed pressure sufficient to consolidate the wire with the wire 
engaging portion of the connector, said pressure being applied to the 


: f : : 4 the full circumference in 
exterior of said sleeve and distributed : over/a 





major area thereof. | 
7. The method as defined in Claim 6, in which the wire engaging 
portion of the connector is buckled inwardly by a localized lighter 
pressure applied to the exterior of the insulating sleeve, thereafter 
driving said metal inward against the wire along the curves of said 
buckled area from opposite sides thereof by pressure distributed over 
surrounding areas of the sleeve, thereby subjecting said sleeve to edge- 
wise compression in the area over said buckled area of the metal con- 


nector. 
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8. A die for pressure forming electrical terminals onto a wire 
which comprises a hard metal body formed with a trough-shaped cavity, 
and at the bottom of the cavity having spaced twin troughs, each of radius 
of curvature approximately one-quarter the width of the cavity from one 
side of one of said twin troughs to the opposite side of the other and the 
edge of the die surface between said twin troughs being convex with 
radius of curvature between about one-fifth and double that of the con- 
cave die surface’ throughout a width between about one-sixth and one- 
half said radius of concave curvature. 

9. A die for pressure forming electrical terminals onto a wire 
which comprises a hard metal body formed with a trough-shaped cavity, 
and at the bottom of the cavity having spaced twin troughs, each of 
radius of curvature approximately one-quarter the width of the cavity 
from one side of one of said troughs to the opposite side of the other 
and the edge of the surface between said twin troughs being convex with 
radius of curvature more than half the concave die surface throughout a 
width between about one-third and one-fifth said radius of concave 
Curvature. 

6-—AH-—mypatentable inventions disclosed in this application and 
not otherwise particularly claimed. 


OATH, POWER OF ATTORNEY, AND PETITION [SOLE] 


Being duly sworn, I, FRANK L. PIERCE, depose and say that I 
am a citizen of the United States, residing at 3105 Harvard Avenue, 
Camp Hill, Cumberland County, State of Pennsylvania; that I have read 
the foregoing specification and claims and I verily believe Iam the 
original, first, and sole inventor of the invention or discovery in 

ELECTRICAL CONNECTOR 
described and claimed therein; that I do not know and do not believe that 
this invention was ever known or used before my invention or discovery 
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thereof, or patented or described in any printed publication in any 
country before my invention or discovery thereof,, or more than one 
year prior to this application, or in public use or on sale in the United 
States for more than one year prior to this application; that this inven- 
tion or discovery has not been patented in any country foreign to the 
United States on an application filed by me or my legal representatives 
or assigns more than twelve months before this application; and that no 
application for patent on this invention or discovery has been filed by 
me or my representatives or assigns in any country foreign to the 
United States, except as follows: 


And I hereby appoint BLAIR, CURTIS & HAYWARD, a firm com- 
posed of Robert S. Blair, Edward G. Curtis, John B. Hayward, John W. 
Thompson, Daniel L. Morris, Everett J. Peck, John C. Blair, Charles 
C. Ladd, Truman S. Safford, Joseph V. Meigs, Harold L. Stults, James 
L. Black, Jr., Arthur V. Smith, Gordon K. Lister, Benton W. Blair 
and Marshall M. Holcombe, whose registration number is' 12761, and 
post office address is 60 East 42nd Street, New York 17, N. Y., or their 
duly appointed associate, my attorneys, with full power of substitution 
and revocation, to prosecute this application, to make alterations and 
amendments therein, to receive the Patent, and to transact all business 
in the Patent Office in connection therewith. : 

Wherefore I pray that Letters Patent be granted to me for the in- 





vention or discovery described and claimed in the foregoing specification 
and claims, and I hereby subscribe my name to the foregoing specifica- 
tion and claims, oath, power of attorney, and this petition, this 19th 
day of August, 1948. | 

Inventor /s/ Frank L. Pierce 


Post Office Address 3105 Harvard Avenue 
Camp Hill | 
Pennsylvania 


[JURAT dated August 19, 1948] 
[SEAL] 
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Pltf.'s Ex. 1 (cont'd) 


DEPARTMENT OF COMMERCE F2Pe? No. 10 


United States Patent Office 
Washington 


Paper No. 10 


Curtis, Morris and Safford Applicant: Frank L. Pierce 


60 E. 42nd Street Ser. No. 46, 967 | 
New York 17, New York Filed Aug. 31, 1948 aE 
So | JAN 16 1953 
For ELECTRICAL PAT 65 
Please find below a com- CONNECTOR | DIV 
munication from the EXAMINER | 


in charge of this application 


John A. Marzall 
Commissioner of Patents 


Responsive to amendment dated May 14, 1952. 


Additional reference made of record: ! 
Macy 2, 600, 012 June 10, 1952 173-269. 11 





Claims 1 through 9 are in the case. 

Claims 1 through 3 are rejected as being fully met by Fig. 19 of 
Macy. The dies of Macy are confining and the ridge is dulled to prevent 
injury to the insulation. 

Claims 1 through 3 are further rejected as being substantially met 
by Watts in view of Metcalf or Xenis. It would not require invention to 
swage the terminal of Watts in a lengthwise direction rather than trans- 
versely in view of Metcalf or Xenis. With respect to the orientation of 
the direction of the crimp, it is noted that the transverse crimp is, if 
anything, unusual but that it was applied to both the uninsulated and the 
insulated ferrule as shown by Buchanan and Watts respectively. There 
is no reason to assume that the longitudinal crimp, which is old on bare 
ferrules, would introduce any problem when applied to an insulated 
ferrule. | 

Claims 4, 5, 6, and 7 are rejected as fully met by Fig 19 of 





Macy and the description thereto. 
Claims 8 and 9 stand finally rejected on the ground of misjoinder 


of invention. i 
/s/ E. L. Morse 
PAC/ew Examiner 








Plts.'s Ex. 1 (cont'd) 
Division 12 Paper No. 11 


July 3, 1953 
U. S. PATENT OFFICE 
IN THE UNITED STATES PATENT OFFICE 


In the Matter of the Application of 

FRANK L. PIERCE : 

Serial No. 46, 967 : Division 65 
Filed: August 31, 1948 

For: ELECTRICAL CONNECTOR 


AMENDMENT 


60 East 42nd Street 
New York 17, New York 
June 22, 1953 


The Commissioner of Patents 
Washington 25, D. C. 


Sir: 
In response to the Office Action of January 16, 1953, please 


amend the application as follows: 


In the Claims: 
Claim 1, line 2, after "having" insert -- an unsecured longi- 
tudinal seam therein-- 
line 2, cancel "thereof" and insert --of-- 
Claim 2, line 2, cancel "an inwardly indented portion thereof 
buckled inward" and insert -- an unsecured 


longitudinal seam therein inwardly indented-- 


Claim 3, line 2, after "having" insert --unsecured-- 


REMARKS 
In view of the rejection of certain of the claims upon Figure 19 of 
Macy, applicant has filed an assignment showing Aircraft-Marine 
Products, Inc., the assignee in the Macy patent, to be the assignee of 
the present application. In view of this fact and the fact that the Macy 
patent and the present application were co-pending applications for 
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almost four years it is respectfully submitted that Macy is a proper 
reference against this application only as to what is claimed therein. 
(See McCrady Patent Office Practice, Third edition, 8 135 and cases 
there cited. ) : 

The subject matter of Figure 19 is clearly not claimed in the Macy 


patent and in fact was invented by the applicant Pierce well before the 
filing of the Macy patent. It is therefore respectfully submitted that the 
rejection of claims 1 through 7 on Macy is improper and should be with- 


drawn. | 

Since claims 4 through 7 are now rejected only on Figure 19 of 
Macy, it is assumed that in view of the removal of the Macy patent as a 
reference against the present application, they will be allowed. 

The rejection of claims 1 through 3 as substantially met by Watts 
in view of Metcalf or Xenis, is respectfully traversed. Clearly none of 
the references shows the structure recited in applicant's claims and if 
as suggested by the Examiner, the longitudinal crimp is the usual case, 
why in this admittedly crowded art is there not a showing of a completely 
insulated longitudinal crimp type connector or connection as required by 
applicant's claims? It is respectfully submitted that this absence of such 
a showing points up the fact that applicant's structure fulfills a long felt 
need in the art and is invention of high order. : 

Contrary to what might be expected the longitudinal crimping of an 
insulated ferrule presented several distinct and difficult problems over 
the bare longitudinal type crimp. For instance, with the crimp of Met- 
calf, the deep indentation and severe drawing of the metal particularly 
at the ends of the indentation would produce excessive stresses on an 
insulating sleeve superposed thereover which would cause it to rupture, 
destroying its insulating value. Applicant has overcome these and other 
difficulties by providing his "metal ferrule having an unsecured longi- 
tudinal seam inwardly indented" as recited in claim 2 and ‘in substance 
in claims 1 and3. This unsecured seam, to a certain degree, reduces 
at least the initial pressures necessary in forming a satisfactory con- 
nection which together with the form of the dies and the full longitudinal 
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extent of the crimp eliminated the rupturing of the insulation sleeve 
heretofore encountered. 
For the foregoing reasons it is respectfully submitted that claims 
1 through 7 are in condition for allowance. Reconsideration and early 
allowance are earnestly solicited. 
Respectfully submitted, 


CURTIS, MORRIS & SAFFORD 
Attorneys for Applicant 


By /s/ Robert O. Wright 


Pltf.’s Ex. 1 (cont'd) 
Paper No. 12 


DEPARTMENT OF COMMERCE 
United States Patent Office 
Washington 


Paper No. 12 
Curtis, Morris and Safford Applicant: Frank L. Pierce 
60 E. 42nd St., Ser. No. 46,967 MAILED 
New York, 17, N. Y. Filed Aug. 31, 1948 
| ae MAR 23 1954 


For ELECTRICAL PAT 


Please find below a com- CONNECTOR DIV 42 


munication from the EXAMINER 
in charge of this application. 


Robert C. Watson 
Commissioner of Patents. 

Responsive to amendment of June 30, 1953 

The reference numerals 17 and 19 (page 6, line 3) are not found 
in the drawings. 

In the drawing, "26" to the left figure 3 should be provided with a 
lead line. 

Claims 1 through 9 are in the case. 

Claims 1, 2 and 3 are rejected as unpatentable over Watts. The 
seam 12 is unsecured. The longitudinal seam is indented into contact 
with a conductor. Relative to claim 3, the specific indentation used by 
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Watts is regarded as equivalent to the claimed "V-shaped valley." 


Furthermore the V-shape of the valley appears to be unimportant else 





claims 1 and 2 would be incomplete. Watts employs a covering 13 of 
insulation which may be a "plastic with a memory." Obviously such an 
insulation would tend to return to its original tubular shape with the 
result that the insulation would not contact the bottom of any indentation. 
Relative to claim 3, a coat of lacquer would constitute an insulating 
sleeve and it would not have an exterior contour sharply conforming to 
a "V-shaped valley" in the metal ferrule. | 
Claims 1, 2 and 3 are rejected as unpatentable over Macy. Figure 
19 is a cross-section of the electrical connection as claimed. Accord- 
ing to applicant's remarks "the subject matter of Figure 19 is clearly 
not claimed in the Macy patent and in fact was invented by the applicant 
Pierce well before the filing of the Macy patent". In an effort to re- 





move the Macy patent as a reference, "applicant has filed an assignment 
showing Aircraft - Marine Products, Inc., the assignee in the Macy 
patent, to be assignee of the present application." This does not serve 
to remove Macy as a reference for all subject matter disclosed because 
"disclosure of patent held proper reference against later filed co-pending 
application filed by different applicant where patent and application are 
assigned to same interests". In re Beck 28 J.P.O.S, 607; 69 U.S.P.Q. 
520 . Patents must be issued to the first inventor, and there is nothing 
in the record to indicate that Macy was not the inventor of the subject 
matter of figure 19 of his patent. In the instant case, applicant seeks a 
patent for an invention which had previously been known to another, 
namely Macy. It is to be further noted that the fundamental concept of 
applying the plastic insulation before crimping is stated in the Macy 
patent (column 8, lines 54-69) to be the invention of Watts (patent No. 
2,410,321) which is of record. 
Claims 4 through 7 are again rejected as defining no invention 
over Fig. 19 .of Macy and the description thereto. ‘Under the cir- 
cumstances outlined in the previous paragraph, it appears that the 
applicant is not the inventor of the subject matter claimed. It is apparent 
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that the claims are unpatentable over Macy particularly in view of the 
reference to the Watts patent in column 8. 

Claims 1 through 7 stand rejected as of record. 

Claims 8 and 9 stand finally rejected on the ground of mis-joinder 
of invention. 

No claim is allowed. 

This rejection is made FINAL. 


/s/ J. A. Dickinson 
WDMiller:m Acting Examiner 


Pltf.'s Ex. 1 (Cont'd) 
Division 42, Paper No. 13 
SEP 23 1954 
U. S. PATENT OFFICE 


IN THE UNITED STATES PATENT OFFICE 


In the Matter of the Application of 

FRANK L. PIERCE : 

Serial No. 46,967 ; Division 42 
Filed August 31, 1948 

For ELECTRICAL CONNECTOR 


AMENDMENT AFTER FINAL ACTION 


| September 16, 1954 


The Commissioner of Patents 
Washington 25, D.C. 


Sir: 
In response to the Office Action of March 30, 1954, please amend 
the above identified application as follows: 
In the specification: 
Page 5, line 15, before "or" insert--now abandoned-- 


lines 15 and 17, after '1944" insert--now aban- 
doned-- 
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Page 7, line 11, after "1946" insert--Patent No. 

2,600,012, issued June 10, 1952-- | 
line 12, after "1946" insert--Patent No. 

2,557,126, issued June 19, 1951-- 
In the claims: | 

Cancel claims 1, 2 and 3 and add the following: 


11. An electrical connection which comprises a metallic 
ferrule having a longitudinal unsecured seam, the meeting edges of said 
ferrule along the seam being curled inwardly to form an indentation 
along the length of said seam for intimately contacting a conductor 
therein, an insulating sleeve of tough plastic material on. and surround- 
ing at least the outer end of said ferrule and indented with but spaced 
from the bottom of the indented portion of said ferrule, said sleeve 
being thickened in the indented portion thereof. 





12. An electrical connection which comprises a metallic 
ferrule having unsecured meeting edges along the length thereof, said 
edges being inwardly buckled to form a V-shaped valley on the exterior 
for intimately contacting with said meeting edges a conductor within 
said ferrule, and an insulating sleeve of tough plastic material on at 
least the outer end of said ferrule and having over said V-shaped valley 
a shallower and round bottom indentation, said sleeve being thicker in 
the indented portion thereof. ! 

REMARKS | 


Appreciation is expressed for the interview courteously granted 


applicant's attorney. | 
Claims 11 and 12 are added in place of the now cancelled claims 
1 to 3. These new claims are submitted to distinguish over the Watts 


reference in several respects including the more definite recitations 





of the ferrule structure and the recitation of having thickened insulation 
over the indented portion of the ferrule. At the interview it was tenta- 
tively agreed that claims 11 and 12, insofar as the reference Watts is 
concerned, are patentable. Entry of the amendment insofar as claims 
11 and 12 are concerned is urged for reasons that the claims are 
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patentable over all the references of record and that the amendment 
presents the subject matter of rejected claims 1 to 3 in better form for 


consideration on appeal. 


All of the claims remaining in the case stand rejected as being 
unpatentable over the disclosure in Figure 19 of Macy. In support of 
this rejection the decision in In re Beck 69 USPQ 520, relating to co- 
pending patents and applications, is cited. With the specific facts in- 
volved in this decision in mind, including the fact that the assignment of 
the application occured three weeks prior to the issuing of the reference 
patent, applicant contends that the Court suggests that one method of 
indicating first inventorship under the circumstances is by removing the 
patent as a reference through the use of Rule 75, now Rule 131. In the 
present case both Macy (the inventor in the reference patent) and the 
applicant were co-employees of the common owner prior to the filing of 
the Macy patent, as evidenced by the affidavit of Mr. T. S. Safford filed 
herewith. That the common owner owned the applications prior to the 
respective filings thereof is further evidenced by the date on the 
recorded assignments in the Patent Office. These facts, coupled with 
that fact that Macy disclaims by the included affidavit inventorship of 
the. herein claimed subject matter, should place the instant case 
clearly within the well-known rule to the effect that it is the duty of the 
common assignee to select the application in which the claims to sub- 
ject matter common to several applications should be placed. 

Accordingly, the present situation is to be distinguished from the 
situation in In re Beck wherein the prosecution in the reference patent 
was effectively closed at the time the common ownership came into 
being. Thus the common assignee, in reality, could have made no such 
decision as to inventorship under the rule usually applicable in the 
common-assignee situation. It is submitted that an affidavit under Rule 
131 is unnecessary, since, in view of the above facts, it is clearly in- 
dicated by the original Oaths in the Macy patent and the present appli- 
cation that applicant is the first inventor of the claimed subject matter. 
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For the foregoing reasons entry of the amendment = allowance 


of the application is respectfully requested. 
Respectfully submitted, : 


CURTIS, MORRIS & SAFFORD 
Attorneys for the Applicant 


By /s/ Marshall M. Holcombe 


Paper No. 13 (cont'd) 
IN THE UNITED STATES PATENT OFFICE 


AFFIDAVIT 


James C. Macy, being duly sworn, deposes and says as follows: 

That he is the patentee of U. S. Patent No. 2,600,012, issued 
June 10, 1952 for Electrical Connector; : 

That he did not invent:or intend specifically to claim the subject 
matter disclosed in connection with Figure 19 of the drawings of the 





aforesaid patent except for the disclosure therein which is in common 
with the subject matter described in connection with Figures 1 to 18 of 
the drawings; : 
And further affiant saith not. 


/s/ James C. Macy 
[ JURAT dated August 26, 1954] 


Paper No. 13 (cont'd) 

IN THE UNITED STATES PATENT OFFICE | 

In the Matter of the Application of i 

FRANK L. PIERCE | 

Serial No. 46,967 : Division 42 
Filed August 31, 1948 

For ELECTRICAL CONNECTOR ; 

AFFIDAVIT : 
Truman S. Safford, being duly sworn, deposes and says as follows: 
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That he is now a member of the law firm of Curtis, Morris and 
Safford having offices at 60 E. 42nd Street, New York 17, New York; 

That he has been associated with Aircraft-Marine Products, Inc., 
Since prior to December 26, 1946 in the capacity as legal advisor in 
patent matters; 

That he is personally acquainted with James C. Macy, patentee of 
Patent No. 2,600,012, and Frank L. Pierce, applicant of the above-entitled 
application, and has been so acquainted from a date prior to December 26, 
1946; - 

That James C. Macy and Frank L. Pierce both were known to him 
to be employees of Aircraft-Marine Products, Inc. from a date prior to 
December 26, 1946 and were known to each other; 

That the invention claimed in the Macy patent No. 2,600,012 was 
disclosed to him by said Macy before Frank L. Pierce was employed by 
Aircraft-Marine Products, Inc.; 

That upon information and belief the invention embraced by the 
patent and application aforesaid were made under contractual relations 
such that they were owned by Aircraft-Marine Products, Inc. upon con- 
ception and prior to December 26, 1946; and that the applications thereon 
were prepared by him; 

That he included in the specification of the Macy patent application 
a disclosure of the improved insulated ferrule connector of Pierce be- 
cause he believed it to embody also the invention of Macy and to illus- 
trate a preferred embodiment of that invention; 

And further affiant saith not. 

/s/ Truman S. Safford 


[JURAT dated September 17, 1954] 





Pitf."s| Ex. 1 (cont'd) 


DEPARTMENT OF COMMERCE 
United States Patent Office 
Washington 


Paper No. 15 


Curtis, Morris and Safford Applicant: Frank L. Pierce 
60 E. 42nd St., Ser. No. 46,967 ‘MAILED 
New York, 17, N. Y. Filed Aug. 31. 1948 | 

Bee OCT 19 1954 


Please find below a com- OE Sea nennt : as 42 
munication from the EXAMINER | 


in charge of this application. 


Robert C. Watson 
Commissioner of Patents. 





| 
Responsive to amendment filed Sept. 20, 1954 

The amendment has been entered since the amendment is con- 

sidered to place the case in better form for appeal. | 
Claims 11 and 12 are considered to be unpatentable over Figure 

19 of Macy. The patent to Macy discloses and claims a longitudinally 

split sleeve with the edges of the split curled or buckled into engage- 

ment with the strands of the wire. Macy admits that it is not new to 





simultaneously secure a metal sleeve and outer plastic sleeve toa 
stranded wire. New claims 11 and 12 do not appear to patentably dis- 
tinguish from Figure 19 of Macy. The affidavits filed with the amend- 
ment do not serve to remove Macy as a reference. A proper affidavit 
under Rule 131 should be made by the inventor. Such an affidavit 

should establish either a reduction to practice before the filing of Macy 
or conception of the invention prior to the effective date of the reference 
(Macy) "coupled with due dilligence from said date to a subsequent 
reduction to practice or to the filing of the application”. 

Since the period for response expired Sept. 23, 1954, applicant 
has until Nov. 21, 1954 to file his case to save the case from abandon- 
ment. | 

/s/ F.A. Dickerson | 
WDMiller:m Acting Examiner | 








t 
<a Sar ne Pltf."s Ex. 1 (cont'd) 


Board of Appeals] Paper No. 18 
IN THE UNITED STATES PATENT OFFICE 


In the Matter of the Application of 

FRANK L. PIERCE : 

Serial No. 46,967 : Division 42 

Filed: August 31, 1948 Appeal No. 44,169 
For: ELECTRICAL CONNECTOR 


REPLY BRIEF BEFORE BOARD OF APPEALS 


January 7, 1955 


The Commissioner of Patents 
Washington 25, D.C. 


Sir: 

In the Examiner's Answer to the brief filed by appellant there are 
primarily two grounds relied upon in the refusal to allow the claims on 
appeal: first, it is stated that under Title 35 U.S.C. 31; RS:4886, the 
patent may be issued only provided an affidavit under Rule 131 be filed 
to avoid the Macy patent of record; and second, claims 11 and 12 are 
rejected as unpatentable over the Macy patent, Figures 1 to 18, in view 
of the patent to Watts. The grounds for rejection will be discussed in 
the foregoing order. 


_ The Availability of the Macy Patent 
| aS a Reference Under the Patent Laws 


Title 35 U.S.C. Sections 101 and 102 are explicit in requiring that 
"Whoever invents or discovers any new and useful process may ob- 
tain a patent therefor, subject to the conditions and requirements of this 
title."'’ and "tA person shall be entitled to a patent unless...... itis 
submitted that none of those exceptions following the authorization 
phrase in Section 102 are applicable under the circumstances existing 
in this case. Most nearly applicable are sub-sections (a) and (e) of 
Section 102 which permit the disclosure of the Macy patent Figure 19 


to be considered at most to be evidence that the subject matter of such 
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disclosure was known by others at least as early as the filing date 
thereof and/or that the Macy patent creates a presumption that appel- 
lant was not the first inventor. In the record of the present case, how- 
ever, the evidence as to knowledge by others and the presumption of 
first inventorship in Macy have been conclusively rebutted by evidence 
to the contrary. Macy is obviously not the first inventor, as shown by 
his affidavit, while the circumstances surrounding the inclusion in the 
Macy patent of the subject matter of the appealed claims has been ex- 
plained in the Safford affidavit in a manner such that no other conclu- 
sion can be reached but that appellant is the first inventor. Macy and 
appellant were co-workers employed by the common assignee; and 
Macy derived the concept of the invention illustrated in Figure 19 from 
appellant. Any advantages, such as constructive reduction to practice, 
attaching to the disclosure of the invention by Macy, then, clearly inure 
to the benefit of appellant with the result that, insofar as concerns 
Section 102(e), the record shows appellant to have made his invention 


at least no later than the filing date of Macy. 


Accordingly, the exceptions to the authorizing ee of Section 





102 being inapplicable, the Statute requires a patent be granted appel- 
lant notwithstanding the Macy patent, and any interpretation of the 
Patent Office Rules of Practice, Rule 131 in particular, to the contrary 
cannot be maintained. 





Authority for application of Rule 131 to the instant rao is stated 
by the Examiner to be found in the decision In re Beck, et al, of record. 


The evidence presented in the two affidavits of record and the fact, 
among others, that the inventions embraced by the Macy patent and ap- 
pellant's application have, from their conception, been owned by the 
common assignee present a record in this appeal far different from that 
made before the tribunal deciding the Beck et al case. | 
It is therefore submitted that the rejection based upon the Macy 
patent should be overruled. 
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The Rejection of Unpatentability Over 


Macy, Figures 1 to 18, in View of Watts 


In the Examiner's Answer, page 3, lines 15 to 23, claims 11 and 
i2 are further rejected as being unpatentable over Macy, especially 
Figure 13, in view of the patent to Watts. More particularly it is stated 
that "there is no invention in providing an insulating sleeve for the 
ferrule shown in Figure 13 of Macy and crimping the sleeve and ferrule 
to the conductor.". 

No contention is made by appellant that crimping a wire gripping 
ferrule through an insulating sleeve or sheath is broadly patentable. 
Nor do claims 11 and 12 recite so broadly the subject matter of appel- 


lant’s invention. ! 
With reference only to Figures 1 through 18 of Macy and the 


description in the specification relating thereto, the electrical connec- 
tion typified by the form shown in Figure 13 is formed by curling in- 
wardly the U-ed up ears of the ferrule-forming portion with the edges 
of the ears penetrating more or less into the strands of the conductor. 
Watts, relating to a preformed cylindrical ferrule having an insulated 
sleeve thereover with an indentation extending transverse of the longi- 
tudinal seam of the ferrule, in concept is clearly inapplicable to the 
Macy disclosure. Without the aid of Macy Figure 19 and appellant's 
disclosure, it must be assumed that to form the type crimp illustrated 
in Macy Figures 1 to 18, the ferrule-forming U-ed up ears have to be 
exposed so as to be curled inwardly by a die having the sharp ridge 
structure shown in Figures 6 and 7 of Macy. Obviously, this cannot be 
done if an insulating sleeve of tough plastic material were disposed over 
the ears. Moreover, Macy (Figs. 1-18) and Watts, in combination lack 
a disclosure of the process and apparatus leading to the attainment of 
the connection embraced by appellant's claims 11 and 12. Appellant 
teaches a confined crimp with the initial indenting action being applied 
along the longitudinal unsecured seam before any substantial pressure 
is applied over the entire circumference of the connector. This initial 
indenting action results in the ears being curled inwardly and acts to 
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relieve direct pressure over the seam in the latter stages of the crimp 
to prevent thinning of the insulation in the critical area of maximum 
deformation of the ferrule. Accordingly, the slight extrusion of plastic 
material from the greater portion of the sleeve actually achieves a 





greater thickness of insulation in the critical area than is present over 
the rest of the connector. Hence, the sleeve is nowhere substantially 
weakened or reduced in thickness and is smooth without any sharp 
bends or indentations which cause electrically weak spots in the insula- 
tion. 
The Watts reference is diametrically opposed to the foregoing, 
disclosing a connection wherein an indentation is made across the 
longitudinal seam of the ferrule, the portion of the insulating sleeve in 





the area of the indentation being of necessity thinner than the remainder 
of the sleeve due to the extrusion of plastic material out of the indented 
area under the crimping pressure. Furthermore, with this type of 
crimp, sharp bends tend to be produced around the edges of the indented 
area and it is at these spots that the insulation tends to fail. 

Claims 11 and 12 embrace a structure of a form clearly different 
from what would be obtained through application of the teachings of 
Watts to the Macy disclosure, this form being such that the advantageous 
objectives discussed above may be attained. For example, in claim 11 
it is recited that the ferrule has a longitudinal unsecured seam, the 
edges of which are curled inwardly to form an indentation whereby the 
conductor is in intimate contact with the ferrule, and an insulating 
sleeve surrounding the ferrule and indented therewith, but spaced from 
the bottom of the ferrule indentation, the sleeve being thickened in the 
indented portion thereof. Claim 12 further specifies the preferred form 
the indentation should take. Figures 1 to 18 of Macy do not show such 
a structure while the Watts reference includes no teaching of how the 
sleeve therein shown may be applied to Macy to achieve appellant's 
results. | 


In view of the foregoing reasons, the rejection of claims 11 and 


12 on Macy, Figures 1 to 18, in view of Watts should be overruled. 
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An oral hearing is requested. 
Respectfully submitted, 
CURTIS, MORRIS & SAFFORD 
WH:jzn | By /s/ Marshall M. Holcombe 


[Mailed May 31, 1956 Pltf.'s Ex. 1 (cont'd) 
U. S. Patent Office 
Board of Appeals] Paper No. 22 


Appeal No. 441-69 MSP 


Hearing: 
March 28, 1956 


IN THE UNITED STATES PATENT OFFICE 


BEFORE THE BOARD OF APPEALS 


Ex parte Frank L. Pierce 


Application for Patent filed August 31, 1948, 
Serial No. 46,967. Electrical Connector. 


Curtis, Morris & Safford, Marshall M. Holcombe, William Hintze, 
William J. Keating and Frederick W. Raring for appellant. 


This is an appeal from the final rejection of claims 4 to 7, 11 and 
12. No claims are allowable. 

The following claim is illustrative: 

4. The method of making an electrical connection which comprises 
forming a connector blank of metal with laterally projecting ears, curl- 
ing the ears toward one another to form a closed ferrule portion, sur- 
rounding said ferrule portion with a layer of tough insulating plastic, 
assembling a wire in said ferrule portion, driving the edges of said ears 
against said wire by inward pressure exerted on substantially all parts 
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of said insulating layer, except that at least during the early stages of 
said driving the pressure is relieved over the line of meeting of said 
ears, whereby the plastic may be extruded into said areas from adjacent 
portions of said layer and pressure of the plastic is less at said meeting 





line than on adjacent areas of the metal ferrule, whereby said ends are 
held together. | 

The references relied upon are: | 
Watts, 2,410,321, Oct. 29, 1946, 
Macy, 2,600,012, June 10, 1952. 

The rejected claims relate to an electrical connection and method 
of making the same, which isadequately described on pages 2 and 3 of 
the brief, to which reference is made. 7 

Claims 4 to 7, 11 and 12 stand rejected as being unpatentable 
over Macy as a basic reference. 

Figs. 1 to 18 of this reference disclose an electrical connection 
and method of making such connection which is substantially the same 





as that disclosed in the instant case except that the plastic outer sleeve 
14 of the instant device is omitted. | 
Fig. 19 of this reference shows the connection with the plastic 
outer sleeve; consequently the connection of this figure is the same as 
the instant connection. | 
Macy describes Fig. 19 in the following terms: : 
"In Figure 19 is shown a terminal, provided with 
a sleeve or stiff plastic insulation which is mounted 
before crimping in accordance with the invention dis- 
closed and claimed in the application of William) S. 
Watts, Serial No. 514,216 filed December 14, 1943 now 
Patent 2,410,321, issued October 29, 1946. The|terminal 
as shown may be identical with that of Figures 1-7 and 9 





except for the addition of the insulating sleeve onto the 
ferrule 3. The resulting terminal is crimped onto the 
wire in exactly the same manner as shown in Figures 


6 and 7 except that the die sizes are slightly larger to 
| 
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accommodate the thickness of the insulation. With 
some types of insulation it is well to hone off the 
sharp edge of the ridge 13 to give it a slight radius 
or.dullness."” 

Watts discloses an electrical connection comprising a flat tongue 
member attached to a metallic cylinder 12 which in turn is surrounded 
by a plastic outer sleeve 13. In making the connection an electrical 
cable is inserted through the outer sleeve into the ferrule 12 and the 
ferrule and plastic sleeve are then crimped onto the cable to produce 
the resultant structure shown in Fig. 2 of Watts’ drawing. 

In this ground of rejection the examiner takes the position that 
the instant claims are unpatentable over Fig. 19 of the basic reference. 

Appellant challenges the rejection alleging that Macy is ineffec- 
tive as a reference in view of his affidavit which appellant alleges dis- 
claims the subject matter of Fig. 19 of the reference. 

Appellant also refers to an affidavit of T. S. Safford wherein the 
affiant states: 

"That upon information and belief the invention 
embraced by the patent and application aforesaid were 
made under contractual relations such that they were 
owned by Aircraft-Marine Products, Inc. upon concep- 
tion and prior to December 26, 1946; and that the ap- 
plications thereon were prepared by him; 

That he included in the specification of the Macy 
patent application a disclosure of the improved insu- 
lated ferrule connector of Pierce because he believed 
it to embody also the invention of Macy and to illus- 
trate a preferred embodiment of that invention;" 


In response to the examiner's holding that the aforesaid affidavits 
were ineffective and that an affidavit under Rule 131 by the instant ap- 
plicant was necessary to overcome the reference, appellant argued that 


in the common assignee situation where the. reference patentee dis- 
claims the pertinent common subject matter and where it is shown that 
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the patentee'’s knowledge of such subject matter was obtained from ap- 
pellant, the patent is not available as a reference and to support this 
position he cites Ex parte Clifford and Long, 63 USPQ 236 and Silent 
Glow Oil Burner Corporation v. Thomas A. Crookes, 22 USPQ 64. 
Appellant also contends that the affidavit under Rule 131 is one 
method of indicating inventorship under the circumstances but other 





means such as used in this case are also available, not for the fact of 
setting forth the ultimate facts of priority or originality but for the pur- 
pose of providing facts from which derivation of the subject matter by 
Macy from appellant may be demonstrated. Appellant asserts that 
since Macy and appellant were co-workers employed by a common 
assignee and Macy derived the concept of his Fig. 19 from appellant, 





any advantage such as a constructive reduction to practice attaching to 
the disclosure of Macy then clearly inures to the benefit of appellant 
with the result that insofar as Section 102(e) is concerned, the record 
shows that appellant has made his invention at least no later than the 


filing date of Macy. | 


We have reviewed the record in this case in the light of appellant's 


remarks and noted in our review that the record contains no affidavit 
under Rule 131 overcoming the Macy reference or any explanation as to 
why the affidavit was not filed. | 
We have carefully reviewed the record in this case particularly 
the affidavits and find as a result of our review of Macy's affidavit, 





which is stated in the brief to be a disclaimer of the subject matter of 
Fig. 19 of his patent, that it is not a disclaimer under our practice as 
set out in 35 USC 253 since (1) the alleged disclaimer does not appear 
in Macy's patent file and (2) does not relate to the claims of said patent. 
Likewise we find as a result of our review that the disclosure of 
Macy was filed on December 23, 1946 and that this disclosure becomes 
prior knowledge as of the above date as to subsequent filed applications 
under the practice set out in The Alexander Wilburn Co. v, Davis- 
Bournonville Co., 270 U.S. 390; 1926 C. D. 303; 344 O. G. 817, and 35 
USC 102(e) unless this reference is overcome under our practice by an 
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affidavit by the inventor under Rule 131 or a satisfactory explanation 
why such an affidavit cannot be obtained. 

The instant case which contains neither an affidavit nor an ex- 
planation why such an affidavit cannot be obtained cannot be treated as 
an exception to the rule. 

Neither the affidavit of Macy which, as pointed out above, is not 
a disclaimer under our practice nor the affidavit of Safford is effective 
for their intended purpose because they do not meet the requirements 
of Rule 131. 

The mere fact that obtaining the affidavits of the inventor is 


burdensome and/or expensive is no reason for permitting appellant to 


ignore the requirements of Rule 131. In re Strain, 38 CCPA 933; 1951 
C. D. 252; 6480. G. 5; 187 F. (2d) 737; 89 USPQ 156. 

In our opinion, the weight of authority is against the cases cited 
by appellant to support his position. See, for example, In re Beck et al., 
33 CCPA 1060; 1946 C. D. 398; 590 O. G. 357; 155 F. (2d) 398; 69 USPQ 
520 and In re Strain, supra, and to the cases cited in these decisions as 
well as Ex parte Lindeman and Youngs, 107 USPQ 331. 

We are unimpressed by appellant's assertion that the benefit of 
Macy's reduction to practice inures to appellant's benefit since it has 
long been established that the application of one party cannot inure to 
the benefit of another applicant even though the applications have a 
common assignee. Powell v. Poupitch, 35 CCPA 1080; 1948 C. D. 436; 
613 O. G. 804; 167 F. (2d) 514; 77 USPQ 379. Hartley v. Joyce, 25 
CCPA 1100; 1938 C. D. 514; 496 O. G. 284; 96 F. (2d) 296. 


* * * * * 





[ Rec'd June 29, 1956 
U. S. Patent Office 
Board of Appeals] 


IN THE UNITED STATES PATENT OFFICE | 


Pltf.'s Ex. 1 (cont'd) 
Paper No. 23 


In the Matter of the Application of 

FRANK L. PIERCE : 

Serial No. 46,967 : Division 42 | 
Filed: August 31, 1948 Appeal No. 44,169 
For: ELECTRICAL CONNECTOR 


PETITION FOR MODIFICATION AND RECONSIDERA TION 


Now comes the Petitioner praying that the decision of the Board 





of Appeals rendered May 31, 1956 in connection with the above-identified 
application be modified as to the rejection of claims 4-7 on the Macy 
patent No, 2,600,012 (Figures 1-18) in view of the patent to Watts 
2,410,321; and be reconsidered as to the rejection of the claims on the 


disclosure in said Macy patent in connection with Figure 19. 


The Rejection of Claims 
4-7 over Macy (Figures 1-18) 
in View of Watts 


On Page 6, the second paragraph of the opinion of the Board of 
Appeals, it is stated: 
"Claims 4-7, 11 and 12 also stand rejected as being 
unpatentable over Macy, Figures 1-18, in view of 

Watts." | 
According to the prosecution history of the instant application it has 





been Petitioner's understanding that only claims 11 and 12 were rejected 
as stated. To the extent that the above quoted statement is not in accord- 
ance with the record it is respectfully requested that the opinion be 

modified. 


The Rejection of All the 
Claims on Macy Figure 19 


Petitioner interprets the opinion’ to mean that the instant appli- 
cation cannot be allowed primarily because the practice set forth in the 


1 See page 4, second paragraph, continuing through to page 6, first paragraph. 








40 


Patent Office Rules of Practice has not been followed. To the extent 
that the Rules of Practice, as interpreted in the Courts, are applicable 
to the specific circumstances of the instant case it is earnestly sub- 
mitted that the Rules of Practice have been followed. 

Turning first to The Alexander Milburn Co. v. The Davis- 
Bournonville Co., 270 U.S. 390; 1926 C.D. 303, this case is said to stand 
for the proposition that the disclosure of a patent, as of the filing date, 
becomes evidence of prior knowledge in others as to subsequent filed 
applications. With this consideration well understood evidence has been 
presented in the instant application rebutting the presumption that the 
disclosure in Macy represents knowledge of the invention to others. 
That is, the origin of the disclosure in the Macy reference relative to 


the invention concerned has been explained whereby the prior knowledge 


is not of the patentee Macy, or of others, but of the Applicant here. 

The provisions of Rule 131 are submitted not to be to the contrary 
of this procedure. While from a literal and isolated reading of Rule 
131 the conclusion may be drawn that in any case where a patent having 
a prior filing date is cited, an affidavit in accordance with the provi- 
sions of Rule 131 is absolutely required and no exceptions or alterna- 


tives are acceptable. That Rule 131 is absolute and admits of no excep- 


tions or alternatives is submitted clearly not to be the practice.” 


: Recognized exceptions are: 


1. When the applicant is the same person as the reference patentee. 


2. When an explanation is offered why a Rule 131 affidavit is unobtain- 
able. | See the opinion herein where, at page 5, it is stated: 
unless this reference is overcome under our practice 
by an affidavit by the inventor under Rule 131 or a satisfactory 
explanation why such an affidavit cannot be obtained. 

"The instant case which contains neither an affidavit nor an ex- 
planation why such an affidavit cannot be obtained cannot be 
treated as an exception to the rule." 

When the applicant and reference patent are commonly owned. Ex 
parte Brace & Crawford, 53 USPQ 557, Ex parte Sheldon, 55 USPQ 
236; Ex parte Cummings & Carroll, 55 USPQ 428; Ex parte Whaley, 
67 USPQ 286. Note, for example, in Ex parte Sheldon wherein at 
page 237, the Board of Appeals stated: 

"The rejection of the appealed claims is based mainly on the 
patent to Sheldon et al, No. 2,185, 776, cited above. The (cont'd) 
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ane to the practice in common assignee situations, while the 
cases° cited in the opinion restrict or cast some doubt as to the present 
status of this exception in its broader aspects, Reeenineteee: neither In 
re Strain, nor Ex parte Lindeman and Youngs, nor in the decisions 
cited in these cases was the record co-extensive with that made here; 
no rebuttal of the prima facie knowledge in others was offered. Accord- 
ingly, it is not seen that In re Beck, In re Strain, or Ex parte Lindeman 
and Youngs represent authority contrary to the procedure employed by 
Petitioner or to the cases* cited by Petitioner as authority for the prac- 





tice followed. In these cases evidence was adduced to rebut the pre- 
sumption of prior knowledge represented by the reference patent, that 
evidence corresponding in general to the evidence presented in the in- 
stant case, and the references were withdrawn and the applications 
issued. | 
Wherefore Petitioner prays that the decision of the Board of Ap- 

peals be modified as to the rejection of claims 4 to 7 on Macy (Figures 
1-18) in view of Watts, that the rejection of the claims on Macy (Figure 
19) be reconsidered, and that Petitioner be granted his patent. 

Respectfully submitted, 

/s/ William Hintze | 

Attorney for the Applicant 

| 

—x (continued) : 


record shows that said patents and the present application are 
owned by the same assignee. In situations like this,' should inter- 
fering subject matter be found between the two applications, no 
interference would be declared. The practice to be followed in such 
cases is fully set forth in the decision, In re Dunbar, 1922 C.D. 105. 
In such cases the common assignee is at liberty to place the generic 
claims in either of the two applications. It is not seen that the 
teaching of either application can be used as a reference against the 
other." 
In re Beck, 33 CCPA 1060; 1946 C.D. 398; 69 USPQ 520, | is not to the con- 
trary because at the time of filing the pertinent applications the necessary 
unity of interest of ownership was lacking. 


3 In re Beck, supra; In re Strain, 38 CCPA 933; 1951 C.D. 252; 187 F. (2d) 
is 89 USPQ 156; Ex parte Lindeman and Youngs, 107 USPQ 331. 


* Silent Glow Oil Burner Corp. v. Thomas A. Crooks, 6 F. Supp. 585, 22 
USPQ 64; Ex parte Clifford and Long; 63 USPQ 236. ! 








[ Mailed Jan. 30, 1957 Pltf."s Ex. 1 (cont'd) 
U. S. Patent Office 
Board of Appeals] Paper No. 24 


Appeal No. 441-69 
IN THE UNITED STATES PATENT OFFICE 


BEFORE THE BOARD OF APPEALS 


Ex parte Frank L. Pierce 


Application for Patent filed August 31, 1948, 
Serial No. 46,967. Electrical Connector. 


Curtis, Morris and Safford, Marshall M. Holcombe, William Hintze, 
William J. Keating and Frederick W. Raring for appellant. 


ON PETITION FOR RECONSIDERATION 


* * * * * 


Petitioner further contends that the procedure he has adopted to 


overcome Fig. 19 of Macy as an anticipation of claims 4-7, 11-12 meets 
the requirements of Rule 131 of the Rules of Practice. 
x x * * * 

Petitioner's contention regarding his compliance with Rule 131 of 
the Rules of Practice is without merit since it is not based on an affidavit 
by Pierce or an explanation why an affidavit under Rule 131 could not be 
obtained. 
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PLAINTIFF'S EXHIBIT # 2 


[ Commissioner of Patents, May 22, 1957] 


CURTIS, MORRIS & SAFFORD 
60 East 42nd Street 
Lincoln Building 
New York 17 





May 14, 1957 


The Honorable Robert C. Watson 
Commissioner of Patents 
Washington 25, D. C. 


Re: Our File 12111. 


Dear Sir: 





On March 6th, you courteously granted an interview to Mr. Hintze 
of the Patent Department of my client, AMP Incorporated, Mr. Dos T. 
Hatfield, who at present is Chairman of the APLA Committee on Rela- 
tions with the Patent Office, and myself, during a part of which interview 
Mr. C. W. Moore, Solicitor, was also present. You asked that we 
write you a Summary of the problem presented to you, and I am shocked 
to realize how much time has passed during which the press of urgent 





matters has delayed completion of this letter. 


The subject presented for your consideration was the need for revi- 
sion of Rule 131 or a Commissioner's Order to establish a proper 
practice and interpretation of this rule in cases where the reference 
relied upon is shown to be a disclosure derived from the applicant. 


It was pointed out that there has recently been a radical change in 
the practice without a change in the rule, and it was further pointed out 
that this change results in serious inequity to applicants; and may result 
in totally depriving an inventor of the right to a patent through no fault of 
his own, but merely because his assignee has complied with the statute 
and rules in respect to disclosure required in a prior application, in the 
preferred embodiment of which his invention had been utilized and there- 
fore described but not claimed. | 


It was pointed out furthermore that this new practice requires the 
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Patent Office to: consume a large amount of Examiners’ time, and to 
introduce, both on its side and the applicant's side, substantial delays 
and expense in order to explore into questions which are wholly moot. 
It was urged that, at this time when the Fatent Office is behind and is try- 
ing in various ways to bring its work up to date, such a situation requires 
the intervention of the supervisory authority of the Commissioner. 


We pointed out that AMP Incorporated has encountered this ina 
number of cases and that presently we have presented the question in an 
equity action, No. 506-57, in the District Court of the District of Columbia. 
It was made clear, however, that in bringing the matter to the attention of 
the Commissioner, we are not attempting to substitute an appeal to the 
Commissioner for the equity action, but rather to offer this case and the 
possibility of settlement, or a consent judgment, as a convenient means 
of establishing a proper interpretation and precedent for future practice. 


Enclosed is a memorandum stating the problem and setting forth 
the history and development of this practice with comments relating it to 
the present practice. 


The language of Rule 131 now makes no exception, and it seems 
wise that tt should be changed to incorporate the practice which had been 


established under it and was always assumed to be implied in it until 


recent decisions by the Examiners and the Board of Appeals influenced 
by (but not authorized by) the CCPA decision in In re Beck et al. 


We hope that you will recognize the need for such correction, which 
appears so strongly to us; and pray that you will take appropriate cor- 
rective action. To that end, we are at your service. 


Respectfully, 
/s/ Truman S. Safford 
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[ Plt's Exh. 2 Cont'd. ] 





[AGENDA 249] 


MEMORANDUM FOR THE COMMISSIONER OF PATENTS 
[May 14, 1957] 





RE: Rights of Assignee to Disclose Its Inventions 
Without Penalty Where It Is Not Feasible To 
File on the Same Day Applications for All the In- 


ventions of a Group of Cooperating Inventor Employees 
The subject presented for consideration concerns the practice in 
connection with applications for patent where a claimed invention has 
previously been disclosed but not claimed. This arises where an in- 
ventor, knowing of a prior patentable invention by another, makes an 
improvement or uses it in a new combination and must disclose the basic 
invention in order to apply for a patent on his improvement or combina- 
tion. | 
| 
| 
For purposes of discussion, a specific example of this type of situa- 


tion and the consequences of the present practice is posed as follows: 


While ‘in.the.common employ of-a corporation, co- 
‘workers A and B made closely related inventions (a) 
and (b), respectively. Both are owned by the corporation 
as employer; and formal assignments have been executed 
with the respective applications. B's application Ton 
the second invention (b) was prepared and filed first, with 
a disclosure of A's earlier invention (a). A's applica- 
tion claiming (a) was filed thereafter, and when the com- 
monly owned prior copending application had become a 
patent, the unclaimed disclosure of B who is not an in- 
ventor of (a), is held as a bar against a claim by the 
first inventor, designated as such by the common owner; 
and it is held that this rejection can only be overcome by 
a "proper" affidavit under Rule 131 and not by a disclaimer 
or by a showing of derivation or any other means which 
would lead to an award of priority in an interference pro- 
ceeding. | 
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The long established and long accepted contrary practice, and the 


logical and equitable reasons for it, seem now to be wholly disregarded . 


Reference is usually made in these cases to In re Beck et al, 69 
USPQ 520, 33 CCPA (Patents) 1060, decided in May of 1946; and the 
departure from the established practice began with that decision, although 
it does not appear that the facts of that case are such as to justify the 
practice for which it is now cited. Moreover, it is expressly stated by 
the Court in that case that the practice established under In re Dunbar is 
“the law applicable to the present situation." The Court drew a distinc- 
tion between the situation in the In re Dunbar line of cases and the Beck 
et al. case before it, by the following: 


", .. . the instant application. . . as far as the record 
discloses was an independent invention (the inventors in 
the application being different parties from those in the 
patent), . . . The two applications were copending for 
about eight months before issuance of the patent . . . the 
instant application was assigned to the common assignee, 
the Magnesium Development Corporation, on October 23, 
1940, about three weeks before the issuance of the patent." 


Thus, it is clear that this was not a case such as In re Dunbar and 
the long line of authorities following wherein both applications were filed 
by a common assignee who included in the first a disclosure which he 
had received from the inventor of the second. 


The practice prior to 1946 was based on the fundamental principle 
of all jurisprudence that no tribunal should concern itself with moot_ 
questions, i. e., where there is no adversary interest. Thus, although 
the statutes relating to interferences, Title 35, Sections 102(g) and 135, 
require a determination of the question of priority of invention by the 
Board of Patent Interferences on the basis of respective dates of con- 
ception, reduction to practice and reasonable diligence whenever two ap- 
plications interfere, both the Patent Office and the Courts regard this 
general principle against deciding moot cases as supravening the statutory 





47 | 
mandate and necessarily being implied init. So Rule 78 (b) provides: 


"Where two or more applications filed by the same 
applicant, or owned by the same party, contain conflicting 





claims, elimination of such claims from all but one ap- 
plication may be required in the absence of good and suf- 
ficient reason for their retention in more than one ap- 


plication." | 


The Manual of Patent Examining Procedures (1951 revision), Sec- 


tion 305, implements this as follows: 


"Where there is a common assignee of two or more 
applications by different inventors these applications by 
reason of their common ownership are subject in general 
to the same treatment as to overlapping claimed subject 
matter as though they were all the applications of one and 
the same inventor. That is, when the question of inter- 
ference involving this common subject matter arises, the 
owner of the applications must, in the absence of any 
good reason to the contrary, elect which one shall be 
placed in interference. Claims in a later filed applica- 
tion should be rejected if they conflict with claimed subject 
matter in an earlier filed case of common ownership. 

See Rule 78(b), 706.03(k), 110.01(b) and 822 to 822.03." 


and Section 706.03 (k): 


“Where a claim of an application is for the same, or 
substantially the same, subject matter as that claimed 
in a patent to the same inventor (Chapeter 800) or of 


common ownership (305), the claim of the application 





may be rejected on the ground of double patenting." 
and in Section 1101.01 (b): : 
| 
“Applications made by the same applicant are of course 
not put into interference with each other. This holds for 
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applications having the same assignee to the extent that 


if a plurality of applications containing claims to the 
same patentable subject matter are found to have a com- 
mon assigneee the Examiner informs the common as- 
signee or its counsel that the claims to that subject mat- 
ter must be placed in one application in the absence of 
good and sufficient reasons why this may not be done." 


These provisions would be contrary to the above cited statute ex- 
cept for the implied and overriding principle of not adjudicating moot 
cases. Yet, in'the 1953 Manual, Section 305 was amended to require 
decision of moot’ cases when it would be adverse to the applicant. The 
last sentence is now replaced by: 


“If claims in the second application read on unclaimed 
subject matter in the earlier filed case, 35 USC 102(e) 
still applies. See 706.02." 


706.02 relates to rejection on prior art including patents applied for be- 
fore, but issued after, the rejected application. Sections 822-822.03 
relate to double patenting. 


Section 102(e) of the Title 35, under which the present question 


arises, unlike the interference section 135, is not mandatory, but is 


stated in the negative" 


"A person shall be entitled to a patent unless -- 


(e) the invention was described in a patent granted on 
an application for patent by another filed in the United 
States before the invention thereof by the applicant for 
patent... ”" 


And in Section 131, the statute states: 


“The Commissioner shall cause an examination to be 
+ made of the application and the alleged new invention; 
and if on such examination it appears that the applicant 
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| 
is entitled to a patent under the law, the Commissioner 
shall issue a patent therefor." (Emphasis is added.) 


Certainly the Commissioner is justified, in the present Situation, 
in finding that it appears that the applicant is entitled to a patent, under 
the law, where the only prior art is a patent filed by his assignee, and 
where the law has clearly put upon the assignee the obligation to determine 





which of its inventors is prior and to claim the invention in an application 
of the true first inventor, at its peril. , 


| 
Since there is no adversary interest, it is not proper under the 
Anglo-American law for the Patent Office or the Courts to go back of 
that determination. It cannot possibly be justifiable to deny the common 
assignee the right to have priority determined by an interference in ac- 
cordance with the statutes because the issue is moot and then insist on 
his proving priority ex parte, without the benefit of interference proce- 
dures or the services of the Board of Interferences with its Special ex- 
perience and skill in determining priority. If it is moot for the one pur- 
pose, to justify disregarding the mandate of the statute, it is moot for 
the other. | 


In addition to the rules and the Manual of Examining Procedure, 
referred to above, there is a long line of decisions which hold that this 
is a moot question not to be determined by interference proceedings. 





Tunstall v. White, a decision of the Commissioner of Patents in 
an interference case, 1926 CD 19, citing Schreiber v. Bauer, also by 
the Commissioner of Patents, 1919 CD 4, is representative of this 


practice. | 


Armitage v. Archea, 15 USPQ 153, well set forth the basis for this 
practice: 


“It is not thought that either the parties to the interference 
or this Office should be put to the trouble and the expense 
of determining on which of the two applications owned by 
the same party in interest the claims are properly readable 
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and if they are readable on both, whether the inven- 
tion was first made by the two joint inventors or the 
three joint inventors. The purpose of requiring a suf- 
ficient showing, or in the alternative, an election, was 
to avoid trying questions of priority between applications 
owned by the same party."" (Emphasis is added.) 


In a later case, In re Mann, decided by the Court of Customs and 
Patent Appeals in 1931, 8 USPQ 381, the Court cited with approval In re 
Dunbar and Haight v. Nell and further explained the then well established 
rule of law: 


", . . the record shows that at the date of issue in 
said patent, it was owned by the appellants here, through 
assignment to them from Koppelman & Cooper previous 
thereto. 


“Under this state of facts, it is obvious that no inter- 
ference should be declared between the applications of 
Koppelman & Cooper and appellants because there were 
no adverse interests, . . . Insofar as both applications 
covered the same invention, and insofar as the disclosures 
in each specification show claim by the respective ap- 
plicants of being the first inventors thereof, since no in- 
terference could properly be declared because of lack of 


adverse interests, it became a matter of election by ap- 


pellants whether they would take out the patent as original 
inventors upon their application or, as assignees of 
Koppelman & Cooper upon the application filed by the 
latter. 


"Having elected to take out a patent on the applica- 
tion of Koppelman & Cooper, it was in legal effect a 
concession of priority of invention in Koppelman & Cooper 


Many other cases could be cited. 
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For the similar situation where only one of the copending applica- 


tions claims subject matter disclosed in both, because a common as- 





signee has made its election, the case of In re Dunbar, decided by the 

Circuit Court of Appeals in 1922, 51 App. D.C. 251, 1922 C.D. 105, is 
a leading case cited down over the years for the proposition that the com- 
mon assignee has to elect, at his peril, one application in which to claim 
the invention; and that the Patent Office ordinarily will not go behind that 
election. | 





The Court in that case quoted the Commissioner's decision: 


"The reason for the rule holding that interferences will not 
be declared between co-assignors is that the presenta- 
tion of the testimony on behalf of each assignor is in the 
control of the common assignee, and that there are, 
therefore, no parties having adverse interests," 


This case was followed by the Commissioner in Haight v. Nell, 
1927 C.D. 4. | 


In Ex parte Clawson, Appeal No. 1439, 1 USPQ 50, an improve- 
ment patent had been taken out by the assignee on one of two copending 
applications, whereupon the other was rejected on the first patent as prior 
art. The Board properly pointed out that this was not justified under Ex 
parte Dunbar, pointing out that: 





", . . The Examiner's position cannot be sustained. 
In the Dunbar case both Dyson and Dunbar were claim- 
ing the same invention. The assignee took out the 
Dyson patent with claims readable on Dunbar and then at- 
tempted to secure broader claims to the same subject 
matter in the Dunbar application. In Haight v. Nell 
certain claims were held unpatentable in the Ditson ap- 
plication because they sought to cover the samé subject 





matter which Ditson and another, Peters, had already 
patented... | 
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"In the instant case, Olson has restricted his claims 


to the specific improvement by him. Not being the 
inventor of the broad subject matter, he was not entitled 
to the claims on appeal. We fail to see how the grant- 
ing of a patent to Olson for his improvement can deprive 
appellant of adequate protection for the invention which 
he has made. 


"The decision of the Examiner is reversed." 


In In re Mann and Koppelman, supra, decided by the Court of 
Customs and Patent Appeals in 1931, 8 USPQ 381, the Court cited with 
approval both In re Dunbar and Haight v. Nell, and held that, in the case 
before it, the election by the common assignee was binding, would not 
be inquired into on its merits, and that the only question was one of 
double patenting, i.e., the patentable distinction of the second patent 
over the first. 


In Ex parte Keefer, 50 USPQ 154, the Board of Appeals held: 


“The claims stand finally rejected on two patents 
which are owned by the assignee of the present applica- 
tion and all three cases were copending. One of said 
patents is in the name of the inventor in the present case. 
In situations of this kind, as clearly set forth in In re 
Dunbar, 1922 O.G. (sic. should be C.D.) 105, it is in- 
cumbent upon the common owner to distribute his claims 
as he sees : fit for the Office will not undertake the task 
of deciding which was the prior inventor should there be 
any conflict between the applications. It is obvious that 
one of the applications may contain generic claims which 
will read on one or more of the other applications, but 
there must be no overlapping of claims. . . . Under 
these conditions, it is not proper to use the teachings 
disclosed in appellants’ copending application as an 
anticipation of the present claims." 
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and the related case Ex parte Linderman, 50 USPQ 155: _ 
", . . The assignees are therefore entitled to protection in 


this case on matter not protected in the granted patent 


should there be a patentable difference between the claims." 
| 


In Ex parte Cummings and Carroll, 55 USPQ 428, the Board of 
Appeals held: 
“The main reference cited against the appeated claims 
. and the present application are assigned to the same 
party and were copending. In the decision In re Dunbar, 
1922 C.D, 105, 51 App. D.C. 251, the status of copending 
applications owned by a common assignee has been dis- 
cussed in detail. This decision states that by reason of 
the common ownership, the Office should not declare inter- 
ferences between the same should there be common subject 
matter and that it is incumbent upon the assignee to elect 
the application which shall bear the generic claims. Ap- 
parently, copending applications covering :common subject 
matter owned by a common assignee have practically the 
same status as copending applications of a single inventor. 
In cases like the present, we are of the opinion that the 
teachings of the Kaufman patent cannot be used against the 
present application. Apparently, the generic subject mat- 





ter has been covered in the patent and the claims before us 
are clearly not broad enough to read on this patent. The 
Second Circuit Court of Appeals in the decision Traitel 
Marble Co. v. Hungerford, 22 F. 2d 259, has distinctly 
held that where two applications by the same party were 
copending and one issued before the other, the patent may 
not be used against the second application. We are of the 
Opinion that this also applies to copending applications hav- 
ing a common assignee. It is noted that this doctrine has 
been followed in Deitel v. Unique Specialty Corp., 16 
USPQ 395." | 
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In In re Fischel and Rieper, 30 CCPA (Patents) 1085, 58 USPQ 80, 
the Court again had occasion to pass on this question and again followed 
its previous decision in In re Dunbar and the Commissioner's decision 


Haight v. Nell, supra, saying: 


| | There is also no contention that the claims here 
on appeal are not generic to the Fischel et al. patented 


construction." 


The Court, after holding that the doctrine of In re Dunbar applies, 
went on to quote at length and with approval from the Dunbar case and 
the Mann & Koppelman case, and from the Haight v. Nell case, and then 


went on to hold: 


 . . Appellants’ assignee, by taking out the broad 
claims to the invention in the patent, conceded priority 
of invention therein disclosed to Fischel and Thiry." 
(Emphasis is added.) 


In Ex parte Hamilton, 31 USPQ 344, the Board of Appeals held: 


“This application, and the patent to Warr cited 
against the appealed claims, are owned by a common 
assignee, and the two cases were copending. In situa- 
tions like this, the practice to be followed is clearly out- 
lined in In re Dunbar, 1922 C.D. 105; 278 F. 334 and 
Haight vs. Nell, 1927 C.D. 4. Briefly, these deci- 
sions hold that where a common assignee has copending 
two or more applications disclosing conflicting subject 
matter, the comoon assignee must elect the application 
to carry the generic claims, and claims of the other ap- 
plications must be restricted to the specific details shown 
therein, that is, only one of the applications may have 
broad, generic claims." 


In In re Howard (CCPA 1931), 11 USPQ 280, the Courts considered 
the question with which we are here concerned and held: 
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"Certainly, if we were not confronted with a common as- 


signee of both inventions, upon the record before us, 
Howard would clearly be entitled to the allowance of the 





claims in issue, as an improvement in the invention 
patented to Peiler, as Peiler in his affidavit impliedly 


disclaimed being the inventor of such improvement, 
even though it was described in his application, and also 


because his application was filed later than that of Howard. 
Miller v. Eagle Manufacturing Company, 151 U.S. 186. 


If, in such case, an interference had been declared upon 


the two application, upon the record made an award of 


riority would have been made to Peiler upon jclaims 47 
and 55 of his application and an award to Howard upon the 


claims here in issue. 





“Should a different course be pursued upon the record 


before us, because there is a common assignee of the 
patent to Peiler and the application to Howard? 


“Because of the presence of such common assignee 
no interference could be declared between the two applica- 
tions for the reasons stated in the cases of In re Dunbar, 
51 App. D.C, 251, and In re Mann and Koppelman, 18 
CCPA (Patents) 1020, 47 Fed. (2d) 370, ..,. 


“However, here the common assignee did not elect to 
claim in the Peiler patent the invention in issue, but did 
elect to claim it in the Howard application, the filing 





date of which antedates that of Peiler. Upon the record 
of the filing dates of the two applications, Howard was the 
first inventor of the downwardly converging sides of the 
impulsion chamber, and if Peiler could have truthfully 
sworn that his invention of this element was prior to 
Howard's invention of it, we perceive no reaso n why the 


common assignee would not have elected to have included 
Peiler's then pending claim 25 inthe Peiler patent, which 
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claim embraces the invention here in issue. 


tt ||, As a matter of fact, the record shows that the 
same claims here in issue, differing only in form, were 
made in the. Howard application in 1923 and were rejected 


by the primary Examiner in 1927, which was before the 


issue of the Peiler patent. If they had then been allowed, 
it is probable that the patent issued thereon would have 
antedated the Peiler patent, and the monopoly secured 
upon the specific claims would have expired prior to the 
monopoly secured by the Peiler patent. If this had oc- 
curred, the facts would have been similar to those in the 
case of Waterbury Co. v. G. E. Prentice Co., 194 Fed. 
930, where it was held that both patents, held by a com- 


mon assignee, were valid. 


"Upon the record before us, we hold that the issue of 
the Peiler patent is not a bar to the allowance of the 
claims here involved and the decision of the Board of Ap- 
peals of the Patent Office is reversed." (Emphasis added) 


This decision was cited with approval and interpreted in In re Willoughby, 
24 CCPA (Patents) 1033, 33 USPQ 46, where the same Court said: 


"As we view the case, the broad question before us, 
upon the record presented, is whether the common as- 
signee, having elected to take patent upon the Field (the 
junior) application, is now entitled to receive a patent 
upon claims in the Willoughby (the senior) application, 
the’ subject matter of which claims was disclosed but 
not claimed in the same, or substantially the same, 
phraseology in the patent. 


"In the case of In re Mam and Morris Koppelman, 
18 CCPA (Patents), 1020 (8 USPQ 381) 47 F. (2d) 370, 
we were confronted with an issue quite similar to that 
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with which we are here confronted . . . The patent 





claimed an invention upon subject matter found to be 
disclosed in the senior application. Citing In re Dunbar, 
51 App. D.C. 251, we pointed out that obviously no inter- 
ference should have been declared between the respective 
applications ‘because there were no adverse interests, 
the beneficiaries of both applications being the same 
parties.' We found that the claims of the application 
read upon the disclosure of the patent and further held 
expressly as to the single feature in the application al- 
leged to differentiate from the claims of the patent, that 


no invention would be involved in modifying the patent 


structure to meet that feature, and affirmed the decision 


of the Board rejecting the claims."" (Emphasis is in the 
Court's opinion.) ! 


The Court then went on to quote from and explain its previous decision 


in the Mann et al case: 


" "In certain cases, where there are two applications 


by different inventors, but held by a common assignee 





and there is a disclosure of the same basic invention in 
both applications, but in one of which it is asserted that 
the applicant is the inventor only of an improvement in 
the basic invention disclosed, a patent issued upon the 
improvement claim in such last named application iS 

not a bar to a patent upon the other application;). . . .' 


", . . . there was no over-ruling of the Mann et al., 
supra, decision, either directly or by implication. 





"We think the decision in the Mann et al. case, 
supra, was in entire harmony with the decision in the 
Dunbar case, supra, which later, as we understand it, 
has been consistently followed by the Patent Office ever 
since its rendition, and we adhere to the principle stated. 
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‘. | . We rest our decision here not simply upon a com- 
parison of the rejected claims with the disclosures of the 
patent, but upon comparison with the claims of the patent." 
(Emphasis is in the original.) 


In Ex parte Clifford et al., 63 USPQ 236, the Board of Appeals held: 


". . . . the patent to Lichty, cited above, . . . was co- 
pending with the present case and is assigned to the same 
corporation as the present case... . 


". . . . As stated in the decision In re Dunbar, 1922 C.D. 
105, 278 F. 334, when such an election has been made the 
common assignee is just as much bound by that election 
as if an interference had been declared and priority decided 
in favor of one of the parties. Aparently, the common 


assignee did make such decision in this case and it is not 


seen why the Office should question said decision, espe- 
cially since the party Lichty has disclaimed inventorship 


of the common subject matter." (Emphasis added.) 
In 1945, the Board of Appeals held in Ex parte Whaley, Jr., 67 
USPQ 286: 


", . . . Under these circumstances the practice set 
forth in the decision In re Dunbar, 1922 C.D. 105, ap- 


plies. The only way in which this patent could be used 


as a reference would be for double patenting but it is not 
alleged that any claims of the Carney patent would read 


on the present disclosure."" (Emphasis added.) 


In September 1946, in Ex parte Hodnette, 71 USPQ 38, the Board 
of Appeals again held: 


", « . . These two cases and the present one were co- 
pending and are assigned to the same corporation. 
Under these circumstances the practice outlined in the 
decision In re Dunbar, 1922 C.D. 105, applies. Ac- 
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cording to this decision if the copending cases contained 





interfering subject matter no interference will be declared; 
instead the common owner is required to make an election 
of the application to carry the generic claims and the 
claims in the other application must be restricted to the 
species shown therein. When such election is made it is 
as binding as an award of priority in an interference pro- 


ceeding." 
The last in this line of decisions so far as the Board of Appeals is 


concerned was in Ex parte Beck, 73 USPQ 298 (decided in 1944 but 
published in 1947). In this Beck case, the Board held: _ 





", . . The final rejection and the Examiner's Statement 
place reliance upon the disclosure of Altwicker (Example 
6) as an ordinary reference, but. . . . the Examiner 
made a supplemental statement that the claims of the 
patent anticipate the appealed claims as effectively as 
its disclosure, but that the disclosure is nevertheless 
relied on. 


“This application is being prosecuted by the' Alien 
Property Custodian, who will hereafter be designated 
‘applicant,’ for brevity. Applicant has filed certain 
exhibits to show that during the last five months of 
pendency of the patent application, title to the instant 


application was in the same company owning the patent, 
but that the assignments affecting this application were 
not then recorded in the Patent Office and have not 

Since been recorded. Applicant claims that by virtue 
of the common ownership nevertheless existing! during 
that five month period the disclosure of the patent should 





not be considered as anticipating, but that only ithe ques- 
tion whether the claims of the patent present a proper 
line of division with the claims of this case, should be 
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determined. Applicant invokes a line of decisions. . . 


“As we understand the significance of these decisions, 
which deal with common ownership of two applications, 
they involve two aspects. First; they all appear to as- 
sume that the necessary assignments were of record in 
the Office. It has long been the practice of this Office 
not to permit the assigneee of an application to intervene 
in its prosecution until an assignment showing his title 
has been made of record. Second; the decisions invoked 
deal with situations where some question of conflict ex- 


isted between the claims of the two applications or of a 


‘ patent and an application. _They proceed from a recogni- 
tion of the futility of resorting to an interference to 
determine priority. (Emphasis here is added.) They 
recognize that the measure of control of the prosecution 
of an application permitted by office practice to the as- 


signee of the entire interest, enables such assignee 


ordinarily to determine who is the first inventor as to 


any conflicting claims and to determine proper lines of 
division (Emphasis added.); and they recognize that it 


is ordinarily the duty of such common assignee to make 
such determination and draw proper lines of division 

and assign claims to the cases where they properly belong. 
The decisions impose a penalty of estoppel against the 
later-treated applications if there has been a failure to 
fulfill such duty. 


"We have been unable to find in the decisions any 
indication that the common assignee obtains any right 
as against the public by virtue of common ownership 
which he would not have had in the absence of common 
ownership. 


e@eeeeeneeneoeoeeeeeoeoe2 


“The authorities we have consulted are as follows: 
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Rule 94; Schreiber v. Bauer, 1919 C.D. 4; Tunstall v. 
White, 1926 C.D. 19; Haight v. Nell, 1927 C.D. 4; 
Chillas v. Weisberg, 1928 C.D. 24p; In re Dunbar, 1922 
C.D. 105, 278 F. 334; Ex parte Clawson, 1929 C.D. 67 
(1 USPQ 50); In re Mann et al., 1931 C.D. 252, 47 F. 
2d 370 (8 USPQ 381); In re Howard, 1932 C.D. 73, 53 
F. 2d 896 (11 USPQ 280); In re Willoughby, 1937 C.D. 
427, 88 F. 2d 482 (33 USPQ 47); and In re Allen, 1940 
C.D. 598, 112 F. 2d 840 (46 USPQ 29). ! 


". , . . If one were to rely solely on the claims of the 
patent, certain of the appealed claims do not draw a 
clear line of division with the claims of the patent. The 
need for drawing a clear line that would not require 
speculation is pointed out in In re Willoughby, cited 
above." | 


Note that there the Board did not depart from the rule of In re Dunbar, 


but applied it intelligently with a view to its raison d'etre, reaching the 
same result as in Ex parte Lindstaedt, 35 USPQ 135, 137.| In the Dun- 





bar line of cases the self-interest of the common owner who has posses- 
sion of the facts is relied upon; he is required to make the decision. In 
this case, there was no common owner on the record and, as in the 
Lindstaedt case, there was no indication that an election had been made 


before the claims were put into the patented case. 


This case was appealed to the Court of Customs and Patent Appeals 
(155 F. (2d) 398, 69 USPQ 520); but before the appeal, the assignments 
were made of record and it appears from the decision of the Court of 
Customs and Patent Appeals that, instead of five months of co-ownership: 
| 


"The affidavit and record disclosed that the instant ap- 
plication was assigned to the common assignee, The 
Magnesium Development Corporation on October 23, 
1940, about three weeks before the issuance of the 
patent." | 





62 
Thus, the prosecution of the patent had been closed before there had been 
any opportunity for an election to have been made such as could have had 
the effect of an interference decision. No presumption of election can 
apply from the mere acquisition of a patent application by a corporation 
and hence this Beck case is not in any sense representative. Moreover, 
it is made clear in the opinion of the Court of Customs and Patent Appeals 
that: 


"  . . , the instant application, . . . as far as the 
record discloses was an independent invention. . ." 
(Emphasis added) 


There is no indication in either of the decisions that any relation was 
shown by which one of the applications could derive its disclosure from 


the other inventor. 


The Court of Customs and Patent Appeals called attention to these 
distinctions when it said: 


‘We find it unnecessary to discuss the effect of the as- 
signment on the record because we disagree with the 
contention of the appellants that under the circum- 


stances of this case it is improper to regard the Altwicker 
patent as a reference."" (Emphasis is added) 


Clearly, the Beck case was a special situation and an exception to 
the general rule, but unfortunately this seems to have been overlooked 
by the Board of Appeals when the question next came before it. Ex parte 
Dyrek et al., 74 USPQ 318, the Board of Appeals, beguiled by this digres- 
sion from the main line of law, assumed that it had changed the law, and 
held: 


"The patent to Dyrek is to a different entity than the 
joint applicant to Dyrek and McCaslin, and since the 
patent is of prior filing date than the application it is 
a reference for what itshows. In re Beck etal., 
155 F. 2d 398, 590 O.G. 357 (69 USPQ 520)." 
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THIS IS WHERE THE PATENT OFFICE WENT ASTRAY. 


It is important that here, instead of the applicants being strangers to one 
another as in the Beck case, and the application having been assigned after 
the prosecution leading to the grant of the patent was closed, as in the 
Beck case, patentee in the Dyrek et al., case was also one of the joint 
inventors in the pending applications. Thus, the record shows that 


| 
there had been an election. Clearly, it was improper for the Patent 


Office to undertake an excursion behind that election where there was no 
| 


adversary interest. | 


The question arose again about a month later and the Board of Ap- 
peals was still following a false trail in its digression from the well 
established thread of the law and practice. 

In Ex parte Bertram, 75 USPQ 165, the Board said: 
“Appellant also contends that the claims are not properly 
rejectable upon the Graham patent which was copending 
with the application and has a common assignee. He 
cites several cases and arrives at the conclusion that 

if there is no extension of the monopoly the claims can- 

not be rejected upon the copending but earlier patent 

which shows but does not claim the invention if there is 

a common assignee. | 


". . . . The fact that the Graham patent and this applica- 
tion have a common assignee does not in any way alter 
the application of the doctrine (of Alexander Milburn Co. 
v. Davis-Bourneville Co.) since neither applicant 
derives any greater benefits or are relieved of compli- 
ance with the statutes by virtue of the common assignee. 
Our position with respect to this point appears to be sup- 
ported by the decision in In re Beck et al., 155 F. 2d 398, 
590 0.G. 357 (69 USPQ 520)." : 


Thus, the Board overlooked the fact that the issue before it was not 
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whether the assignment to a common assignee had created any rights 
against the public, but whether the Patent Office was bound by the general 


principle of all tribunals that it must not waste the time of litigants and 
of the tribunal by exploring into moot questions and that the self-interest 


of one who, being in position to know all the facts, is required to make 
an election at his peril, is a sufficient protection for the public that the 
claims will be put into the right application and leaves no justification 

for the Patent Office to undertake a reinvestigation and a readjudication 


on its own. 


By this error, the Board set up a double standard in which the ap- 


plicant could not have the means assured him by the statute for deter- 
mining priority of invention because the case would be moot and yet could 
be illegally denied a patent because the Board closed its eyes to the fact 
that it was moot. 


In Ex parte Coss (95 USPQ 333), the Board of Appeals again gave 
its opinion in favor of the false trail, although in that case it was mere 


dictum, since it held: 


“There is no need in the instant case for an affidavit 
under Rule 131 since the instant case was filed prior 
to the application which matured into the Osborn 
patent." 


See also Ex parte Gorin et al., 88 USPQ 252 (also mere dictum, 
as the Examiner's decision was reversed); and Ex parte O'Neil, 103 
USPQ 401 (asserting that common ownership "has no bearing on the 
availability of a reference."') 


In Ex parte Lindeman et al., 107 USPQ 331, the Board held: 


"It is a cardinal precept in patent jurisprudence and 
a requirement of the patent statute that a patent must 
issue to the first inventor." 


Yet the Board followed the line of cases which misapply In re Beck, over- 
looking that it is most likely because of its double standard to defeat the 
right of the first inventor. 
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| 
Unfortunately, none of this new line of decisions by the Board of 


Appeals, diverging from well established principles of jurisprudence and 
patent law, has, as yet, come before either the Court of Customs and 
Patent Appeals or the Federal Courts of the District of Columbia, so far 
as we have been able to find in the reported cases. There have, how- 
ever, been two cases on related points: 





In re Stanley et al, 41 CCPA (Patents) 1956, 102 USPQ 234, 238-40, 
involved a question of double patenting between an application and a patent 
previously issued on a copending application assigned to a common owner. 
The Court took occasion to review prior decisions and quote from them at 
considerable length. In particular, the Mann and Koppelman case and 
In re George E. Howard, both cited above, and both were quoted at 
length with approval. There was no suggestion that the force of these 
decisions had in any way lessened or that the Court recognized any quali- 
fications upon them resulting from the Beck case or the recent decisions 
of the Board of Appeals. : 


In the Stanley et al. case, the Court held: | 


", . . .« Obviously, the combination disclosed in the 
patent is an improvement over the method disclosed by 
the appellants. We are of the opinion that the peneric 
invention is not rendered unpatentable by the fact that 
a prior patent has been issued on a distinct improve- 
ment of that invention. We think this appeal clearly 
comes within the exceptions set out in the Mann and 





Koppelman case, supra, ... . Further, we think 


that the appellants should not be denied a patent for 
their invention because of the specific improvement 


patent to Truitt merely on the basis of the common 
assignee. As stated by the Board in Sparks and Thomas 
case, supra, 92 USPQ at 235: 
"It would not be expected of the assignee to place 
generic claims in the application of the party who 


is not in fact the inventor of the genus.' " : 
(Emphasis is added.) | 
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In In re Keim and Thompson, 43 CCPA (Patents) 784, 108 USPQ 
330, a similar question was raised as one of double patenting between an 
earlier patent of Downey and the application of Keim et al. In its opinion, 
the Court said: 
"  . . . that patent (to Downey) and the application 

here involved are presumed to be owned by a common 

assignee and it is well settled that such an assignee 

cannot obtain two patents on a single inventive concept, 

even though applications by different inventors are in- 

volved. In re Dunbar, 51 App. D.C. 251; In re Leon 

Mann and Morris Koppelman, 18 C.C.P.A. (Patents) 

1020, 47 F. 2d 370, 8 USPQ 381; and In re Willoughby, 

24C.C.P.A. (Patents) 1033, 38 F. 2d 482, 33 USPQ 46. 


"The board relied on the case of In re Lawrence 
Byck, 18 C.C.P.A. (Patents) 1208, 48 F. 2d 665, 9 
USPQ 205, in which it was held that a patentee who had 
obtained a patent for a new material, which patent de- 
scribed a particular use of the material, could not 
obtain a second patent based on such use; and the 
solicitor's brief cites the cases of In re Christmann 
etal., 29C.C.P.A. (Patents) 1037, 128 F. 2d 596, 
53 USPQ 634, and In re Freeman, 35 C.C.P.A. (Patents) 
920, 166 F. 2d 178, 76 USPQ 585, to the same effect. 
Those cases are distinguishable from the present one, 
however, in that in each of them the claims of the ap- 
plication were held to be drawn to an invention not 
patentably distinct from that claimed in the patent, 
whereas here the inventions differ patentably. 


"A further case in point here is In re George E. 
Howard, 19 C.C.P.A. (Patents) 759, 53 F. 2d 896, 
11: USPQ 280. That case involved an application of 


Howard and a patent to Peiler, issued on a later filed 
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application and owned by Howard's assignee. Both 
the application and patent disclosed a glass feeding ap- 
paratus including an impulsion chamber having downwardly 
converging sides; andno other form for that chamber was 
disclosed by either. The Peiler patent claimed the 
feeder, including.an impulsion chamber, broadly, while 
Howard's claims were limited to such a chamber having 
downwardly converging sides. The Patent Office 
tribunals rejected Howard's claims on the Peiler patent, 
relying, as they did in the present case, on the ‘fact that 
the identical disclosure claimed by the applicant was 





present in the patent and formed the sole support for 
some of the patent claims. They argued that two patents 
based on identical disclosure could not properly be 


granted to the same assignee. | 


"In reversing the decision of the Board of Appeals in 
the Howard case, this court pointed out that the rejection 
clearly could not be sustained except on the ground of 
election based on common ownership, since Peiler's 
filing date was not prior to that of Howard; and that, 
since Howard's claims were to an invention patentably 
distinct from that claimed by Peiler, it could not be 
held that the common assignee had made an election ad- 
verse to Howard by taking out the Feiler patent. 


"For the reasons given, and in view of the two 
decisions last cited, we are of the opinion that the 
rejection of the appealed claims on the patent to 
Downey cannot be sustained. | 





The departure from established and approved practice in these cases 
compounds an inequity which has existed for some time, due to the Ex- 
aminer's in ex parte cases trying to require under Rule 131 the same 
proof as in an interference case. : 
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The purpose of Rule 131 is to give the applicant an opportunity to 
show that he qualifies for the patent under Title 35, Section 102 a ore 
(Section g requires an interference proceeding). Both Rule 131 and the 


cited statute use the word "invention" for both what the applicant has 
done before his application date and for what another had done before the 
applicant's date, i.e., what was known or used by others before that date 
or what is shown or described in an earlier publication or earlier filed 
patent. ‘Invention’ should have the same attributes and requirements 
in both. What is “sauce for the goose should be sauce for the gander,” 
yet the Patent Office will accept a mere written description with no ev- 
idence of successful testing and no constructive reduction to practice by 
a patent application in which claims to the invention could be allowed, as 
evidence that another has "known or used the invention" (Sec. 102 a) or 
that “the invention was described in a patent" (Sec. 102 e); and refuse to 
make a similar presumption in favor of the applicant when he shows that 
the publication was in fact not by another but his own, made through his 


assignee. 


The Patent Office at first presumes (contrary to fact) that the 
published description was the invention of another; and it then presumes 
it to be complete. But when the applicant shows that it was his own in- 
vention, he is told: "Oh, no! because it was not a complete invention 
until it was reduced to practice!" 


It is the same invention all the time, and the same description. 
How has the Patent Office reached the absurdity of saying that it is an 
“invention” under the law for purposes of defeating the inventor's right, 


but is not an "invention" if it is offered in support of his rights? 


When this inequity is added to the inequity of saying his case is 
moot so that the machinery for proof and decision of interferences is 
denied to him, -- his assignee must elect the first inventor, at its peril, -- 
and then, when the election has been made, tells him that how the case 
is no longer moot and the Primary Examiner will decide (contrary to fact 
and without proof) that he is not the first inventor. 





69 | 

Apparently, the present practice is that in overcoming a reference, 
only evidence proving reduction to practice, or conception plus diligence 
(as defined in interference practice), but by a formal Rule 131 affidavit, 
will be effective when the filing date of the rejected application is later 
than the date of filing application for the reference patent. It is proper 
that such evidence should be effective, but to interpret Rule 131 so as to 
restrict applicants to a narrow portion of the procedure available in the 
interference practice and prevent them from proceeding under the general 
rules of evidence is contrary to the letter and the spirit of the patent law. 
For example, how can it be justified that a disclaimer by the party not 
claiming the invention, effectively amounting to a concession of priority, 
which would be sufficient as between strangers in an interference case, 
is held of no avail where the rejection is on the applicant's own invention 
published by applicant's assignee less than a year before the application. 


Thus, for example, in the case now before the Court in the Equity 
action cited above, the patentee made affidavit that he was not the inventor 


of the subject matter disclosed in his patent but claimed in the later ap- 





plication by his co-worker, and the attorney who wrote the Specification 
of the patent swore that he had received the disclosure from the applicant. 
Certainly that would be sufficient for award of priority in interference, if 





one could be declared. Proof of derivation of the invention, disclaimer 
by one party or cancellation of claims to the invention -- any one would 
dispose of an interference; yet, probably because the Primary Examiner 
and the Board of Appeals do not ordinarily have experience on priority 
issues, all three of these taken together are found insufficient reason 

for refusing award of priority to the first inventor in the application in 
which the common assignee has elected to claim the invention and award- 
ing it instead to the patentee who swears he never made the invention, who 
is shown not to have been the source of the disclosure, who never claimed 
it was his invention and against whom the common assignee has made his 


election. 


This seems to have been a by-product of the departure from good 








70 


sense and precedent which grew out of the misinterpretation of the Beck 
case. It was not the practice before that. 


That this present practice under Rule 131 may result in depriving 
inventors of the fruits of their inventions seems clearly exemplified by 
the circumstances of the illustrative case given above. 


This relatively recent turn in the practice necessarily results in 
delaying issuance of patents, a result generally recognized to be against 
public policy. This delay is incurred in part by further burdening of the 
Examiner, to whom this shifts the obligation and duty of determining the 
inter partes questions of priority, a type of issue which the statutes have 
wisely placed in the exclusive jurisdiction of the Interference Board. 
The Examiner does this without any of the facilities of interference 
practice and without the aid of adversary interests, without which the 
Board and the Courts refuse to decide such cases, because they are not 
moot. The entry, study and decision of the papers submitted in connec- 
tion with Rule 131 are obviously troublesome and expensive to the Ex- 
aminers and the Patent Office in general as well as to applicants. More- 
over, the frequency of appeal and petition occasioned by unwillingness of 
inventors to accept an interpretation of the rules which deprives them of 
valuable rights assured to them by the statutes, adds much unnecessary 
work to the load of the Patent Office. 


The basic statutes, as well as the Rules of Practice, require an 
applicant to set forth the best mode of operation of the invention to be 
described and illustrated. There is no exception made for the fairly 


frequent cases in which such best mode also includes patentable improve- 


ments of co-workers. Commonly, therefore, applications should in- 
clude subject matter which isan invention of some other party. Is it 
proper to forfeit one inventor's rights because another inventor has 
complied with this requirement of the statute? In those cases where an 
inventor's teachings find best application by relation to the work of 
another, it seems to be clearly against public policy that such inventor be 
required to betray the rights of his co-workers in order to qualify for his 
own protection under the law. 
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To adhere to technicalities of the present sort will certainly 
defeat the primary purpose of the laws, to encourage full and prompt 
revelation of all an inventor has to teach, so that others can immediate- 
ly build upon it new inventions which further the progress of science 
and the useful arts. Thus to discourage open and full divulgence of in- 


ventions, clearly is to the detriment of the public interest. 


It is,therefore, respectfully urged that the present practice sur- 





rounding the application of Rule 131 be reviewed, and that a clarifying 

Commissioner's Order be made so as to effect and facilitate prompt 

and proper issuance of patents. | 
Respectfully submitted, 
/s/ William Hintze 

Of Counsel: 

/s/ Truman S. Safford 





Pltf.'s Ex. 2 (cont'd) 


U. S. DEPARTMENT OF COMMERCE 
United States Patent Office 
Washington 


April 7, 1958 


Mr. Truman S. Safford 
Curtis, Morris and Safford 
60 East 42nd Street 

New York 17, N. Y. 


Dear Mr. Safford: 
This is in further reply to your letter of May 14, 1957 and your 
extensive memorandum on the subject of copending applications of 
different inventors having a common assignee and of your feeling that 
the Patent Office is too strict in its application of In re Beck et al, 69 
U.S.P.Q. 520 to such cases. 
At a recent meeting of the Committee on Practice and Procedure, 
after some discussion it was decided by general agreement to table the 
matter pending the outcome of a case (Case No. 506-57) now awaiting 
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action in U. S. District Court for the District of Columbia. Commis- 
sioner Watson, as well as Mr. Crocker and Mr. Crews, was present at 


the meeting. 
Be assured, Mr. Safford, that the subject is of considerable im- 


portance to all of us as was stated by Commissioner Watson in his letter 
of June 6, 1957. 
Sincerely yours, 


B. Yung Kwai, Chairman 
Committee on Practice 
and Procedure 


Pltf."s Ex. 2 (cont'd) 


CURTIS, MORRIS & SAFFORD 
530 Fifth Avenue 
New York 36 


April 30, 1958 


The Honorable Commissioner of Patents 
Washington 25, D.C. 


Attention: Mr. B. Yung Kwai 


Re: Patent Office Practice on Applications 
in Common Ownership Since In re Beck; 
Pierce Civil Action No. 506-47; Letter 
of April 7th to Committee on Practice 
and Procedure 


Dear Sir: 

We are in receipt of your letter of April 7th and appreciate the 
consideration which has been given to this matter and the courteous 
report to us. Nevertheless, we would like to point out that although there 
is a question of law presented to the court by this equity action, the 
primary and more essential question is one of departure from established 
practice in the Patent Office which should be settled by the Commissioner 
by his administrative authority and not left to the courts to direct the 
Commissioner to do what seems to be required under proper adminis- 
tration. 
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The question which we have tried to present to the Commissioner 
and through him, your committee, is not whether In Re Beck is right or 
wrong as a matter of law, or whether decisions by the Board are right 
or wrong as a matter of law, but whether the Board, being under the 
authority of the Commissioner, is correctly administering 'the practice 
established by the Commissioner. The question is whether further ac- 
tion is required by the Commissioner to overcome the present situation 
which involves both Patent Office and applicants in expensive and use- 
less proceedings on moot questions. | 


Because of our attempt to fairly review all reported cases relevant 





to this situation, our memorandum to the Commissioner may have been 
so lengthy as to obscure our argument. Let us, therefore, summarize 
the questions relevant to the present situation. It seems clearly to be 
the fact that, up to the date of In Re Beck, the Patent = followed an 
established practice of 
(1) Refusing to determine priority between inventors who 
had assigned to the same assignee before their appli- 
cations were filed, i.e., recognizing that the over-all 
principle of not deciding moot questions over-rides 
the express statutory requirement that such inter- 
ference between applications should be determined by 
procedures specified in the statute (cf. our memoran- 
dum to Commissioner pp. 2-4); and | 
(2) respect for an election made by a common assignee 
between copending applications (see memo pp. 4-17). 
| 


Although the Board of Appeals undertook to depart from the proper- 
ly established practice, citing but not properly following In Re Beck, the 
court recognized no such change (see memo pp. 20, 21a) : 

Such an abrupt change in Patent Office practice should certainly 


concern the Commissioner who is charged with the administration of the 
Patent Office. | 
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It must be recognized that this has the effect of denying the patent 
to the first inventor, contrary to the intent of the statute (cf. p. 24 of 
memo) and that it imposes upon the Primary Examiners duties which 
the statute assigned to the Interference Board and for which the Primary 
Examiners are not properly equipped (pp. 24, 25 of memo), and that it 
works a forfeiture of the rights of others as a consequence of an inventor 
complying with the statute requiring disclosure of the best mode of 


practicing his invention (see memo p. 25), and finally, that it bogs down 


the effective work of the Patent Office with attempts to determine moot 
questions without benefit of proper procedures for receiving evidence 
and determining questions of priority, which inevitably results in 
appeals and court cases. 


We submit that the Commissioner cannot properly escape his 
responsibility to take action here as Administrator of the patent system. 
Respectfully submitted, 
/s/ Truman S. Safford 
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7 Claims. 
1 

This invention relates to a connector or ter- 
minal adapted for electrical connections, and to 
means for and methods of making and applying 
the same. 

In the commercial manufacture of nearly all 
kinds of electrical apparatus and wiring circuits, 
the ends of the wires or other conductors have to 
be electrically connected. This is ordinarily ac- 
complished by securing these ends with a clamp- 
ing means, e. g., 2 bolt-and-nut binding post, by 
soldering, or by so-called “solderless” connectors 
compressed or “crimped” onto the wire. Because 
of demonstrated deficiencies of clamped and 
soldered connections and the demonstrated high 
efficiency and reliability! of the crimped connec- 
tions they are preferred for all quality work. 

It is among the objects of this invention to pro- 
vide a practical and efficient terminal] connection 
which may be economically made. It is also an 
object to provide an electrica] connector or ter- 
minal which will afford an excellent electrical 
contact and maintain that contact despite any 
adverse physical or corrosive conditions to which 
it may be subjected. A further object is to pro- 
vide a connection for a wire or cable which will 
have high resistance to pull out and good tensile 
strength. Another object is the provision of im-~- 
proved methods for application of a termina] 
and formation of a connection such as above de- 
scribed. Other objects will be in part apparent 
and in part pointed out hereinafter. 

In this specification and the accompanying 
drawings, I have shown and described a preferred 
embodiment of my invention and suggested 
various modifications + but it is to be 
understood that these are not intended to be 
exhaustive nor limiting of the invention but, on 
the contrary, are given for purposes of illustra- 
tion in order that others skilled in the art may 
fully understand the invention and the principles 
thereof and the manner of applying it in practi- 
cal use so that they may modify and adapt it in 
various forms each as may be best suited to the 
conditions of a particular use. 

In the drawings: 

Pigure 1 is a top plan view of an electrical 
terminal embodying features of my invention, the 
terminal being positioned on the bared end of a 
wire preparatory to crimping; 

Pigure 2 is an end view of the terminal shown 
in Figure 1; 

Figure 3 is a top plan view of such a terminal 


and 7, but having ears with swedged or 
ends; 
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Figure 5 is a side view of the terminal shown 
in Figures 1, 2 and 3 after crimping; 

Figure 6 is a perspective view of such a terminal 
and wire in position ready for crimping in crimp- 
ing dies; 

Figure 7 is a perspective view of the crimping 
dies closed on the crimped terminal; 

Pigure 8 is a plan view of such an electrical 
terminal before shaping of the ferrule thereof; 

Figure 9 is a plan view of another type of elec- 
trical terminal embodying features of my inven- 
tion before shaping of the ferrule of the terminal; 

Figure 10 is a top plan view of an electrical 
terminal of the type shown in Figure 8 after 
shaping of the ferrule thereof; 

Figure 11 is a modified perspective view of the 
bared end of an insulated wire of a type which 
may be used in the practice of this invention, with 
the outer layer of strands at the bottom of the 
wire only being indicated by broken lines. 

Pigure 12 is a perspective view of a terminal 
similar to that shown in Figure 10, which has 
been crimped by a method within the scope of my 
invention; 

Figure 13 is a perspective view of a terminal 
similar to that shown in Figure 1 but with a fer- 
rule of slightly greater diameter and length, 
which has been mounted and crimped according 
to my invention; 

Figure 14 is a perspective view of another type 
of termina] connector embodying features of my 
invention; 

Pigure 15 is a view of a vertical section through 
the ferrule of a mounted and crimped termina] of 
the type shown in Figures 14, 16 and 17; 

Figure 16 is a perspective view of a terminal 
similar to that of Figure 14, but having ears of 
modified shape; 

Figure 17 is a perspective view of a terminal 
also similar to that of Figure 14, but having ears 
of yet a different shape; 

Figure 18 is a cross-sectional view of a ter- 
minal of the type shown in Figures 14, 16 and 17, 
mounted and crimped in a different method 
within the scope of my invention; and 

Figure 19 is a cross-sectional view of a crimped 
pre-insulated terminal. 

This invention contemplates particularly the 
use of a stranded wire, although it is useful also 
with other types of wire and other forms of con- 
ductors. The terminal of the invention has a 
ferrule forming portion which, in the crimping 
operation, penetrates, or is pressed into, the wire 
or cable. The terminal connectors used in the 
practice of the invention may be stamped from 
sheet metal, e. g., to a shape such as that shown 





Quarter-hard to half-hard brass or copper or 
er metal having a hardness of about the same 
been found best. Copper plated soft 

has been found very good. These blanks 
be stamped separately, or may be joined in 
tinuous strip either end-to-end (as indicated 

by broken lines in 9) or side-to-side (as 

roken lines in Figure 8). 


along the uppermost line of which the ends of 
in a butt joint 3d. 

to which the terminal is to be ap- 

the insulation may be removed 

end thereof for a distance slightly in 


short of the outer edge of ferrule 3, as shown in 
Figure 1, 

Note, in Figures 1 and 2, that the uncrimped 
ferrule has an inside diameter which is between 
one and one-half and two times the diameter of 
the stranded wire upon which it is designed to 
be used. Such a ratio of diameters, however, is 
not essential to the invention in its broadest 


can be used down to that at which it is so nearly 
the same as that of the wire as to make difficult 
insertion of the wire. It is an important advan- 
tage of the present invention, as well as of the 


With inside diameters of the ferrule between one 
twice the outside diameter 
that of the cable itself, the 


form, e. g., flat 


40 
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press, or may form the opposite jaws of a pliers- 
like hand tool. | 

As the dies are closed on the terminal, the bot- 
tom or root portion of the ferrul¢ 3 is supported 
on the face 9 with its butt joint 3d facing ridge 
13. As the dies are closed ridge 13 turns inward- 
ly the abutting ends of ears 3b and 3c; and as 
ridge 13 continues to move downwardly, ears 3b 
and 3c are bent until they conform to the con- 
tours of troughs 12. Past this point, as upper die 
10 continues downwardly, ears 3b and 3c are 
pushed around troughs {2 and the butt ends of 
the ears are driven side-by-side downwardly past 
ridge 13 into the wire. If the strands of the 
conductive core are spirally twisted, as shown in 
Figure 11, the ends of the ears, will strike 
the core in the area indicated by) dotted lines C. 
will cut across the directions of the strands, and 
thus contact many strands of the wire. If the 
pitch of the spiralling of the strands is relatively 
short—i. e., if the degree of twisting of the 
strands is great—the strands firat contacted by 
the ends of the ears will be forced downwardly 
through the bundle of strands, and the remain- 
ing strands will be forced aside and upwardly into 
those parts of the ferrule which bear against 
troughs 12. This rearrangementiof the relative 
positions of the strands and deformation of the 
shape of the wire creates a connection having 
excellent pull-out strength. Also; since the ends 
of the ears cut across the strands, each ear is in 
direct electrical contact with a large number of 
strands—a condition which contributes to the 
maintenance of constant electrical resistance in 
the connection. To prevent cutting of the 
strands by the ends of the ears in this type of 
crimping, the metal of which the terminal is 
formed may be softer than that of the strands; 
although I have also had excellent results using 


85 harder metals. Also, the ratio of the diameter 


of the ferrule to that of the core should be such 
that the ends 3b and 3c are not driver through 
the wire to the base 3a of the ferrule, but merely 
provides proper depth of penetration of the ears 


60 into the wire. | 


If the strands of the conductive core are not 
twisted, or are twisted only slightly, the ends of 
the ears may pass between the strands, parting 
them into two bundules of approximately equal 


65 size. The strands adjacent the ferrule will be 


in contact with the ferrule throughout its length. 
As the ears of the ferrule penetrate the core, 


. The length they wipe clean the adjacent strands, enhancing 
or greater, or even the effectiveness of electrical contact therewith. 


advantageously it leaves outside of the dies a sub- 
ferrule at its end toward 


on the in- 
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strands and penetrate the bundle. There is some 
advantage in sharpening the outer edge, e. g.. 
by swedging the edge of the blank before it is 
rolied up to the cylindrical form. This is shown 
in Pigure 4. 

Since the parallel strands are at first quite 
readily displaced, less force is required initially 
for this type of crimp than for that wherein the 
ends of the ears cut across the direction of the 
strands. Thus a greater length of the ears may 
pass around the curling dies 12 before they bind 
under pressure and stop sliding. As the die 
moves down, however, the strands are crowded 
against and under the ears 3d, 3c, until further 
penetration stops and final movement of the 
die may be accommodated by plastic flow of the 
metal of the ears 3, 3c, under edgewise compres- 
sion. 

Even where the strands are tightly twisted, the 
ends of the ears may be caused to enter the core 
parallel to, the strands by use of a terminal of 
the type shown in Figures 8 and 10. This ter- 
minal comprises a tongue {, neck 2, and base 3a 
of similar form as in the embodiment hereinbe- 
fore described. In the present terminal, how- 
ever, the ears 3b’ and Sc’ at either side of base 
3a have slanted ends, which, when the ears are 
rolled to form the ferrule, unite in a butt joint 
3d’ diagonally across the top thereof. 

Such a terminal may be crimped between dies 
similar to those shown in Figure 6, except that the 
ridge {3 in the upper die, instead of being paral- 
Jel to the sidewalls {{ of the recess, is skewed to 
the same degree as the butt joint of the terminal, 
so that when the upper die is closed on the ferrule 
of the terminal, the ridge contacts the ferrule 
along the diagonal joint; the edges of the ears 
strike the core parallel 'to its strands and enter 
between them. However, after the edges of the 
ears have passed half way through the core, the 
lay of the strands is at the opposite angle (as 
shown by broken lines in Pigure 11) so that the 
ears strike across the strands in the lower half 
of the wire, each ear directly contacting a large 
number of strands and pushing against them to 
give a pressure contact, as previously described. 
This type of crimp thus has the combined advan- 
tages of low crimping force requirement, large 
contact area, high pull-out strength and low con- 
tact resistance. i 

In certain applications it may be desirable to 
skew the butt joint of the ferrule (and the ridge 
of the die) in the opposite direction—ti. e., con- 
trary to the grain of the strands, as indicated 
by dotted lines D in Figure 11, to produce exclu- 


most vulnerable point. 


Additional reinforcement may be by 
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the ferrule encloses the end of the insulation, as 
shown in Figure 13. The terminal may be un- 
crimped in that portion over the insulation or it 
may be crimped with a larger die of similar design 
which grips without cutting or unduly weakening 
the insulation. Preferably the inside diameter of 
the ferrule should just exceed the diameter of the 
insulation, and the ferrule may be longer than in 
the models hereinbefore described. The con- 
struction of the ferrule near the crimped portion 
grips the ends of the insulation and provides 
@ rugged assembly. An additional benefit is that 
the connection is enclosed at one end by the seal 
between the ferrule and insulation and thus more 
completely shielded from corrosion. 

It is also possible to apply such a terminal onto 
unstripped insulated wire; the ends of the ears 
3b and 3c being driven down through the insula- 
tion into contact with the wire. For best results, 
however, an opening should be provided (e. g., 
by punching out @ hole in the root 3a as shown in 
Figure 18) to allow extrusion of the insulation 
to relieve local pressure, in the same manner as 
with the gap left in the ferrule described in my 
said copending application, wherein this feature 
is more particularly claimed. 

In Figure 14 is shown an electrical terminal 
similar to that shown in Figures 1 and 2, except 
that the ears of the ferrule, instead of being rolled 
into a closed cylinder, are bent upwardly to form 
@ U-shaped trough. When a terminal of such 
shape is crimped in dies of the form shown in 
Figures 6 and 7, the resulting action is different 
from that previously described. As the ends of 
the U’d up ears 3b’ and 3c’’ contact the curved 
surfaces of troughs {2 in the upper die, they are 
bent inwardly. This is preferably a gradual curl- 
ing of the ears—a bending which commences with 
the edges and progresses down the ears toward 
their root; at first it may be, however, a cantilev- 
ering of the ears—a bending near the root of the 
ears with the upper portions of the ears being 
slanted inwardly without bending. Even though 
the action is of the latter type at first, a point is 
reached where the ends of the ears either strike 
each other as each clears ridge 13, or where each 
ear is driven perpendicularly into the inner sur- 
face of its trough 12 near ridge 13; when this 
happens, the ears, though previously unbent 
throughout their upper portions, are then driven 
into conformity with the contours of troughs 12. 

As the upper die continues downwardly, the 
ears curl and are pushed around through the 
troughs and their edges move past ridge 13 into 
the wire. Inside the wire, the edges of the ears do 
not continue downwardly together, as previously 
described, but, since each ear has been curled 
throughout its length, the edges move in tangen- 
tial arcuate courses. The crimped ferruieasshown 
in Figure 15, thus tends to divide the strands of 
the wire into three bundles of approximately 
equal size, a bundle in the grip of each of the two 
curled ears and a third bundle wedged beneath 
their divergent ends. Since the ears can pene- 
trate the wire through a considerable distance, 
and since both sides of each ear are in contact with 
the strands this type of.connection has a very 
large area of contact. An additional advantage 
of the U’d up ferrule is that the wire may be in- 
serted into the open top thereof with greater ease 
than that with which a wire can be threaded into 
a closed ferrule. The wire need not be pushed into 
the terminal at all; if it is inserted into the recess 


provided 
mounting the terminal so that the outer end of 76 of the female die 10, it will be gathered in by the 
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ears 3b, 3c as they scrape the sides {{ and the 
42. 


are bent inwardly for a short distance, to a radius 
of curvature approximately equal to that of 
troughs 12. This pre-forming of the ears gives 
them a tendency to curl continuously around the 
troughs, bending progressively back from their 
edges. The rounded upper exterlor of the up- 
standing ears also facilitates entry of these ears 
into the upper die; and if the troughs {2 are pro- 
vided on the male die 8 instead of the female 
as shown, this pre-curling prevents the ends from 
catching on the sharp edges of the male die. 
Such pre-bending of the ears is particularly de- 
sirable when one wishes to form a three bundle 
crimp such as is shown in Figures 15 and 18, as 
distinguished from the straight penetration crimp 
as shown in Figures 4,7 and 13. 

Another modification of this type of terminal 
is illustrated in Figure 17. In this version, the 
ears of the ferrule are tapered in length from the 
roots toward the ends to give each ear a trape- 
zoidal shape. Also the ears are tapered in thick- 
ness toward theirends. The shorter, thinner por- 
tions of the ear near the end have a lessened re- 
sistance to bending, so that the ear bends pro- 
gressively back from the end. This effect may be 
produced to a lesser degree by either one of the 
two forms of tapering without the other. These 
features also are more particularly described and 
claimed in my said copending application. 

In said prior application the ears were stag- 
gered narrower prongs s0 that each could extend 
beyond an axial plane when curled into the wire 
and give, when crimped, a zig-zag clamping like 
that between interlaced fingers of one’s two hands 
when curled around a pencil, or a wire. As shown 
in Figure 17 the trapezoidal ears are broad, iden- 
tical in shape and opposite because each is to be 
curled into the wire along an axial plane. Even 
the narrower staggéred ears, as shown in my co- 
pending application, however, may be used with 
the dies shown in this application so that all the 
ears cur] into the wire approximately along the 
same axial plane. This has been found to give 
a very excellent and stable connection. A further 
difference of importance between the crimp with 
overlapping ears as shown in my said copending 
application and the crimp formed as here shown 
and described is that the longer radius curl of 
the overlapping ears can be made with less sur- 
face pressure between the die face and the ear, 
so that the ear is more readily pushed around 
the curling die and into the wire, giving a longer 
curl; whereas with the short radius curl of the 
dies as here shown the back pressure which is 
developed soon after penetration of the ear into 
the wire creates such resistance against the die 
that the ear ceases to feed across it into the wire 
and further closing of the dies, therefore, results 
in edgewise compression of the metal of the fer- 
rule, first giving engagement with the wire and 
relieving stresses by plastic flow and eventually 
extruding the ferrule to a greater length. 

Figure 18 illustrates a terminal of the type 
shown in Figure 14 which has been applied to 
an unstripped, insulated wire. As shown, the 
ends of the ears pierce the insulation {6 and 
enter the conductive core of the wire. The sharp- 
ening of the edges of the ears in curling, as previ- 
ously described, enables the edges to cut the in- 


sulation more easily. The ears cut the insulation 75 being seamless is not broken 
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best when they strike it at an angle approxi- 
mately normal to its surface. With terminals of 
the cylindrical ferrule type, this; 
angle is inherent in the crim 
the ends of the ears move downwardly in an ap- 
proximately straight-line path. With the U’d 
up ferrule, however, since the ends of the ears 
follow approximately circular paths, the length 
of the ears must be properly chosen to assure that 
their ends contact the insulation at the instant 
when the motion of the ends is) vertically down- 
ward, without a lateral component—that is, at 
approximately the same instant that the ends 
of the ears meet below ridge 13: If the ears are 
too long, their ends will have commenced to curl 
outwardly before striking the jinsulation: they 
thus strike the insulation at a| lower angle and 
may even be deflected without piercing? 

Although the insulation separates much of the 
ferrule from the wire, giving this form of con- 
nection a lesser area of contact) than that where 
the insulation is stripped from the end of the 
wire, adequate contact is made with the parts 
of ears 3b, 3c which penetrate through the in- 
sulation. The hole 16 provides for relieving ex- 
cessive crimping pressure, as already mentioned 
above. Since the time and cost for stripping in- 
sulation, even with a stripping tool, May equal 
or exceed those of all other steps of applying the 
terminal, the advantage of such a terminal for 
application onto an insulated wire is clear. Also, 
in stripping insulation, it is difficult to avoid 
cutting too deeply and severing or weakening 
strands of the wire, a danger Which is avoided 
by use of this type of crimp. ! 

If the insulation is too tough to be readily 
pierced by the ends of ears 30, 3c, one may cut 
a longitudinal slit in the insulation from the end 
thereof for a distance approximately equal to or 
slightly less than the length of the ferrule. Mak- 
ing such a slit is a much simpler operation than 
stripping insulation and the danger of cutting 
strands is substantially eliminated. If the wire 
is so oriented in the ferrule that this slit is at 
the top of the wire, the ends of the ears may 
easily enter the core of the wire. The slit may 
be made after insertion of the wire into the fer- 
rule by means of a knife edge on, or moved down 

through, the ridge 13 between the abutting edges 
of the ears 3b, 3c. 

This is more particularly described and claimed 
in a copending application of Franklin H. Wells, 
Serial No. 781,826 filed October) 24, 1947. 

In Figure 19 is shown a terminal, provided 
with a sleeve or stiff plastic insulation which is 
mounted before crimping in accordance with the 
invention disclosed and claimed in the applica- 
tion of Williaa S. Watts, Serial No. 514,216 filed 
December 14, 1943 now Patent 2,410,321, issued 
October 29, 1946. The terminal as shown may 
be identical with that of Figures 1-7 and 9 ex- 
cept for the addition of the ting sleeve onto 
the ferrule 3. The resulting terminal is crimped 
onto the wire in exactly the same manner as 
shown in Figures 6 and 7 except that the die 
sizes are slightly larger to accommodate the thick. 
ness of the insulation. With some types of in- 
sulation it is well to hone off the sharp edge of 
the ridge (3 to give it a slight radius or dullness. 

When the die comes down against the ferrule 
the force exerted by the ridge | {3 is transmitted 
through the plastic and the ferrule buckles in at 
the butt joint 3d. he og 
are driven into the wire. sleeve 18 

hen it is buckled 
| 
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10 
line at an acute angle to the axis of the con- 
ductor. 
5. An electrical connection as defined in claim 


the conductor. 
6. The method of making an electrical con- 
inserting a multi-strand 


taneously curling both ears inwardly along an 
arcuate path until the respective outer surfaces 
the ears adjacent the edges are in tangential 
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This invention relates to a, connector or terminal 
adapted for electrical connections, and to means for and 
methods of making and applying the same. 

In the commercial manufacture of nearly all kinds of 
clectrical apparatus and wiring circuits, the ends of the 
wires or other conductors have to be electrically con- 
nected. This is ordinarily accomplished by securing these 
ends with a clamping means, e. g., a bolt-and-nut binding 
post, by soldering, or by so-called “solderless” connectors 
compressed or “crimped” onto the wire. Because of dem- 
onstrated deficiences of clamped and soldered connec- 
tions and the demonstrated high efficiency and reliability 
of the crimped connections they are preferred for all 
quality work, 

It is among the objects of this invention to provide a 
practical and efficient terminal connection which may be 
economically made. It is also an object to provide an 
electrical connector or terminal which will afford an ex- 
cellent electrical contact and maintain that contact de- 
spite any adverse physical or corrosive conditions to which 
it may be subjected. A further abject is to provide a con- 
nection for a wire or cable which will have high resistance 
to pull out and good tensile strength. Another object is 
the provision of improved methods for application of a 
terminal and formation of a connection such as above 
described. Other objects will be in part apparent and in 
part pointed out hereinafter. 

In this specification and the accompanying drawings, I 
have shown and described a preferred embodiment of my 
invention and suggested various modifications thereof; 
but it is to be understood that these are not intended to be 
exhaustive nor limiting of the invention but, on the con- 
trary, are given for purposes of illustration in order that 
others skilled in the art may fully understand the inven- 
tion and the principles thereof and the manner of apply- 
ing it in practical use so that they may modify and adapt 
it in various forms each as may be best suited to the 
conditions of a particular use. | 

In the drawings: 

Figure 1 is a top plan view of an electrical terminal em- 
bodying features of my invention, the terminal being 
positioned on the bared end of a wire preparatory to 
crimping; 

Figure 2 is an end view of the terminal shown in Fig- 
use 1; 

Figure 3 is a top plan view of such a terminal after 
crimping on the wire; 

Figure 4 is a cross-sectional view of a crimped terminal 
similar to that shown in Figures 3, 5 and 7, but having 
ears with swedged or beveled ends; 

Figure 5 is a side view of the terminal shown in Fig- 
ures 1, 2 and 3 after crimping; | 

Figure 6 is a perspective view of such a terminal and 
wire in position ready for crimping in crimping dies; 

Figure 7 is a perspective view of the crimping dies 
closed on the crimped terminal; 


shown in Figures 14, 16 and 17; 
Figure 16 is a perspective view of a terminal similar to 
that of Figure 14, but having ears of modified shape; 
Figure 17 is a perspective view of a terminal also simi- 
lar to that of Figure 14, but having ears of yet a different 
shape; 


Figure 18 is a crosseectional view of a terminal of the 
type shown in Figures 14, 16 and 17, mounted and 
crimped in a different method within the scope of my in- 
vention; and 
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which it is designed to be used. Such a ratio of diame- 


| 


strands—a condition which 
nance of constant electrical 
To prevent cutting of the strands 
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gressively inferior results; and lesser 

used down to that at which it is so nearly the same as that 
of the wire as to make difficult insertion of the wire. It 
is an important advantage of the present invention, as 
well as of the broader invention disclosed in my copend- 
ing application Serial No. 679,630 filed June 27, 1946, 
now Patent No. 2,557,126, issued June 27, 1951, that it 
does thus accommodate different wire sizes, so that the 
inventory of different terminal sizes and different crimp- 
ing tools required for various uses is greatly reduced, and 
also the danger of an inferior connection resulting from 
selection of the wrong size terminal or dies or from acci- 
dental removal of strands when stripping insulation, are 
substantially eliminated. With inside diameters of the 
ferrule between one and one-half or even twice the out- 
side diameter of the wire cable and that of the cable 
itself, the length of the ears 3b and 3c is most advan- 
tageous for forming the ferrule and engaging with the 
wire strands as hereinafter described. 

The terminal and wire thus assembled are pressed 
between a pair of crimping dies of the type shown in 
Figure 6. One of these dies 7, here shown as the male 
die, comprising an upstanding rectangular column or post 
8, has a die:face 9 which is shaped to the desired bottom 
form of the crimped terminal (concave as shown, to 
form a cylindriform bottom of the ten root portion, 
but it may be of other form, e. g., flat or V-shaped, 
ridged or W-shaped). The fength of. the die may be equal 
to or greater, or even slightly less, than the length of 
ferrule 3; but advantageously it leaves outside of the 
dies a substantial portion of the ferrule at its end toward 
the wire. This provides a “funnel” mouth for the 
crimped ferrule which gives better fatigue strength in 
the crimped connection. The die face 9, as shown, is 
contoured to present an approximate fit to the base of 
ferrule 3, with the sides of column 8 approximately 
tangential to the circumference of the ferrule 3. The 
other die 10 comprises a block having a recess formed 
with side-walls 11 spaced to receive the column 8 when 
the dies are in closed position (see Figure 7); and the 
end of this recess, being of a W form with smoothly 
rounded bottoms, advantageously is formed by a pair 
of parallel cylindriform troughs 12 each of which is 
tangential to one of the side walls 11 and which unite 
to form a sharp cusp or ridge 13 along the center line 
of the recess. 

Dies 7 and 10 may be mounted in a standard press, 
or may form the opposite jaws of a pliers-like hand tool. 

As the dies are closed on the terminal, the bottom or 
root portion of the ferrule 3 is supported on the face 9 
with its butt joint 3d facing ridge 13. As the dies are 
closed ridge 13 turns inwardly the abutting ends of ears 
3b and 3c; and as ridge 13 continues to move down- 
wardly, ears 3b and 3c are bent until they conform to the 
contours of troughs 12. Past this point, as upper die 
10 continues downwardly, ears 3b and 3c are pushed 
around troughs 12 and the butt ends of the ears are driven 
side-by-side downwardly past ridge 13 into the wire. If 
the strands of the conductive core are spirally twisted, 
as shown in Figure 11, the ends of the ears, which will 
strike the core in the area indicated by dotted lines C, will 
cut across the directions of the strands, and thus con- 
tact many strands of the wire. If the pitch of the 
spiralling of the strands is relatively short—i. ¢., if the 
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Also, the ratio of the diameter 
to that of the core should be such that 
3c are not driven through the wire to 
the ferrule, but merely provides proper 
tion of the ears into the wire. | 

If the strands of the conductive core and n 
or are twisted only slightly, the ends of the cars may 
pass between the strands, Parting them into two bundles 
of approximately equal size. The strands adjacent the 
ferrule will be in contact with: ithe ferrule throughout 
its length. As the ears of the ferrule penetrate the core, 
they wipe clean th. adjacent strands, enhancing the effec- 
tiveness of electrical contact therewith. 

In curling, the ears are compressed on the inside with 
or without stretching the outside, which causes their 
edges to be rounded back on the joutside and pushed for- 
ward on the inside, sharpening the edges (as shown par- 
ticularly in Figure 7) and allowing them more readily 
to part the strands and penetrate the bundle. There is 
some advantage in sharpening the outer edge, c. g., by 
swedging the edge of the blank before it is rolled up to 
the cylindrical form. This is shown in Figure 4. 

Since the parallel strands are at first quite readily dis- 
placed, less force is required initially for this type of 
crimp than for that wherein the euds of the cars cut 
across the direction of the strands. Thus a greater length 
of the ears may pass around the curling dies 12 before 
they bind under pressure and stop sliding. As the die 
moves down, however, the strands are crowded against 
and under the ears 3b, 3c, until further penetration stops 
and final movement of the die may be accommodated 

40 by plastic flow of the metal of] the ears 3b, 3c, under 
edgewise compression. 

Even where the strands are tightly twisted, the ends of 
the ears may be caused to enter ‘the core parallel to the 
strands by use of a terminal of the type shown in Figures 
8 and 10. This terminal comprises a tongue 1, neck 2, 
and base 3a of similar form as in the embodiment here- 
inbefore described. In the present terminal, however, the 
ears 3b’ and 3c’ at either side of base 3a have slanted 
ends, which, when the ears are rolled to form the ferrule, 
unite in a butt joint 3d’ diagonally across the top thereof. 

Such a terminal may be crimped between dies similar 
to those shown in Figure 6, except that the ridge 13 
in the upper die, instead of being parallel to the side- 
walls 11 of the recess, is skewed to the same degree as the 
butt joint of the ‘terminal, so that when the upper die is 
closed on the ferrule of the terminal, the ridge contacts 
the ferrule along the diagonal joint; the edges of the cars 
strike the core parallel to its strands and enter between 
them. Howeversatterbejeten nt f the ears have passed 
half way through the core, the y of the strands is at 
the opposite angle (as shown by| broken lines in Figure 
11) so that the ears strike across the strands in the lower 
half of the wire, cach ear direttly contacting a large 
number of strands and pushing against them to give a 
pressure contact, as previously described. This type of 
crimp thus has the combined advantages of low crimping 
force requirement, large contact area, high pull-out 
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degree of twisting of the strands is great—the strands 
first contacted by the ends of the ears will be forced 
downwardly through the bundle of strands, and the re- 
maining strands will be forced aside and upwardly into 
those parts of the ferrule which bear against troughs 12. 
This rearrangement of the relative positions of the strands 
and deformation of the shape of the wire creates a con- 
nection having excellent pull-out strength. Also, since 


strength and low contact 


In certain applications it may be. desirable to skew the 


butt joint of the ferrule (and the ridge 
opposite direction—i. ¢., contrary to the 





ren hice thelctansccscm eapecsally agaiast 
“bell mouth” at the outer end of the ferrule gives a 
smoothly and gradually curved lip against which the wire 
may swivel when flexed, materially reducing the danger of 
breakage at this most vulnerable point. 

Additional reinforcement may be provided by mounting 
the terminal] so that the outer end of the ferrule encloses 
the end of the insulation, as shown in Figure 13. _The 


Tule should just exceed the diameter of the insulation, and 
the ferrule may be longer than in the models hereinbefore 
describd. The construction of the ferrule near the 
crimped portion grips the ends of the insulation and pro- 
vides a rugged assembly. An additional benefit is that 
the connection is enclosed at one end by the seal between 
the ferrule and insulation and thus more completely 
shielded from corrosion. | 

It is also possible to apply such a terminal onto 
unstripped insulated wire; the ends of the ears 3b and 3c 
being driven down through the insulation into contact 
with the wire. For best results, however, an opening 
should be provided (e. g., by punching out a hole in the 
root 3a as shown in Figure 18): to allow extrusion of the 
insulation to relieve local pressure, in the same manner as 
with the gap Icft in the ferrule described in my said co- 
pending application, wherein this feature is more partic- 
ularly claimed. 

In Figure 14 is shown an electrical terminal similar to 
that shown in Figures 1 and 2, except that the ears of the 
ferrule, instead of being rolled into a closed cylinder, are 
bent upwardly to form a U-shaped trough. When a termi- 
nal of such shape is crimped in dies of the form shown in 
Figures 6 and 7, the resulting action is different from that 
previously described. As the ends of the U'd up ears 
3b” and 3c” contact the curved surfaces of troughs 12 in 
the upper die, they are bent inwardly. This is preferably 
a gradual curling of the e¢ars—a bending which com- 
mences with the edges and progresses down the ears 
toward their root; at first itimay be, however, a cantilev- 
ering of the ears—a bending near the root of the cars with 
the upper portions of the ears being slanted jnwardly 
without bending. Even though the action is of latter 
type at first, a point is reached where the ends of the ears 
either strike each other as each clears ridge 13, or where 
each ear is driven perpendicularly into the inner surface 
of its trough 12 near ridge 13; when this happens, the ears, 
though previously unbent throughout their upper portions, 


gential arcuate courses. The crimped ferrule as shown 
in Figure 15, thus tends to divide the strands of the wire 
i bundles of approximately equal size, a bundle 


gtip of each of the two curled ears and a third 
wedged beneath their divergent ends. Since the 

eats can penetrate the wire through a considerable dis- 
both sides of each ear are in contact with 

is type of connection has a very large area 

additional advantage of the U'd up ferrule 


recess of the female die 10, sere Goigatherediiaiby 
ears 3b, 3c as they scrape the sides 11 and the troughs 12. 
Figure 16 illustrates a modification which may be ef- 
fected in a terminal of the type shown in Figure 14. As 
will be seen, the ends of the ears are bent inwardly for 
a short distance, to a radius of curvature approximately 
equal to that of troughs 12. This pre-forming of the ears 


facilitates entry of these ears into the upper die; and if the 
troughs 12 are provided on the male die 8 instead of the 
female as shown, this pre-curling prevents the ends from 
catching on the sharp edges of the male die. Such pre- 
bending of the ears is particularly desirable when one 
wishes to form a three bundle crimp such as is shown in 
Figures 15 and 18, as distinguished from the straight pene- 
tration crimp as shown in Figures 4, 7 and 13. 

Another modification of this type of terminal is illus- 
trated in Figure 17. In this version, the ears of the fer- 
rule are tapered in length from the roots toward the ends 
to give each ear a trapezoidal shape. Also the ears are 
tapered in thickness toward their ends. The shorter, 
thinner portions of the ear near the end have a lessened 
resistance to bending, so that the ear bends progressively 
back from the end. This effect may be produced to a 
lesser degree by either one of the two forms of tapering 
without the other. These features also are more partic- 
ularly described and claimed in my said copending appli- 
cation. 

In said prior application the ears were staggered nar- 
rower prongs so that each could extend beyond an axial 
plane when curled into the wire and give, when crimped, 
a zig-zag clamping like that between interlaced fingers of 
one’s two hands when curled around a pencil, or a wire. 
As shown in Figure 17 the trapezoidal ears are broad, 
identical in shape and opposite because each is to be 
curled into the wire along an axial plane. Even the nar- 
rower staggered ears, as shown in my copending applica- 
tion, however, may be used with the dies shown in this 
application so that all the ears curl into the wire approxi- 
mately along the sgme axial plane. This has been found 
to give a very excellent and stable connection. A further 
difference of importance between the crimp with over- 
lapping ears as shown in my said copending application 
and the crimp formed as here shown and described is 
that the longer radius curl of the overlapping ears can be 
made with less surface pressure between the die face and 
the ear, so that the ear is more readily pushed around the 


55 curling die and into the wire, giving a longer curl; where- 


75 


as with the short radius curl of the dies as bere shown the 
back pressure which is developed soon after penetration 
of the ear into the wire creates such resistance against the 
die that the ear ceases to feed across it into the wire and 
further closing of the dies, therefore, results in edgewise 
compression of the metal of the ferrule, first giving ¢n- 


Figure 18 illustrates a terminal of 
Figure 14 which has been 
insulated wire. As shown, 
the insulation 16 and enter 
wire. The sharpening of the edges of the cars in 
curling, a3 previously described, enables the edges to 
cut the insulation more easily. The ears cut the insula- 
tion best when they strike it at an angle approximately 
normal to its surface. With terminals of the cylindrical 
ferrule type, this optimum cutting angle is inherent in 
the crimping action, since the ends of the cars move 
downwardly in an approximately straight-line path. 
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With the U'd up ferrule, however, since the ends of the 
cars follow approximately circular paths, the length of 
the cars must be properlychosen to assure that their ends 
contact the insulation at the instant when the motion 
of the ends is vertically downward, without a lateral 
componcnt—that is, at approximately the same instant 
that the ends of the ears meet below ridge 13. If the 
cars are too long, their ends will have commenced to 
curl outwardly before striking the insulation; they thus 
strike the insulation at a lower angle and may even be 
deficcted without piercing. 

Although the insulation separates much of the ferrule 
from the wire, giving this form of connection a lesser 
arca of contact than that where the insulation ts stripped 
from the end of the wire, adequate contact is made with 
the parts of ears 3b, 3c which penetrate through the in- 
sulation. The hole 16 provides for relieving excessive 
crimping pressure, as already mentioned above. Since 
the time and cost for stripping insulation, even with 
a stripping tool, may cqual or exceed those of all other 
steps of applying the terminal, the advantage of such a 
terminal for application onto an insulated wire is clear. 
Also. in stripping msulation, it is difficult to avoid cutting 
too decply and severing or weakening strands of the wire, 
a danger which is avoided by use of this type of crimp. 

If the insulation is too tough to be readily pierced by 
the ends of cars 3b, 3c, one may cut a longitudinal slit 
in the insulation from the end thereof for a distance 
upproximatcly cqual to or slightly less than the length 
of the ferrule. Making such a slit is a much simpler 
operation than stripping insulation and the danger of 
cutting strands is substantially eliminated. If the wire 
is so oriented in the ferrule that this slit is at the top 
of the wire, the ends of the ears may easily enter the 
core of the wire. [he slit may be made after insertion 
of the wire into the ferrule by means of a knife edge 
on, or moved down through, the ridge 13 between the 
abutting edges of the ears 3b, 3c. 

This is more particularly described and claimed in a 
copending application of Franklin H. Wells, Serial No. 
781,826, filed October 24, 1947. 

In Figure 19 is shown a terminal, provided with a 
sleeve or stiff plastic insulation which is mounted before 
crimping in accordance with the invention disclosed and 
claimed in the application of William S. Watts, Serial No. 
$14.216. filed December 14, 1943, now Patent 2,410,321, 
issucd October 29, 1946. The terminal as shown may 
he identical with that of Figures 1-7 and 9 except for 
the addition of the insulating sleeve onto the ferrule 3. 
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‘The resulting terminal is crimped onto the wire in exactly 5 


the same manner as shown in Figures 6 and 7 except 
that the die sizes are slightly larger to accommodate the 
thickness of the insulation. With some types of insula- 
tion it is well to hone off the sharp edge of the ridge 13 
to give it a a slight radius or dullness. 

When the die comes down against the ferrule the force 
cxerted by the ridge 13 is transmitted through the plastic 
and the ferrule buckles in at the butt joint 3d. Thus 
the edges of the ferrule are driven into the wire. The 
plastic sleeve 18 being seamless is not broken when it 
is buckled in and therefore continues to afford complete 
insulation to the terminal. If the insulating sleeve ex- 
tends beyond the terminal to support the insulated part 
of the wire, it may be crimped in the same type (but 
larger) die or any other appropriate type of crimping 
may be ‘used to bring the supporting portion of the 
sleeve into gripping engagement with the insulation on 
the wire. 

There are thus seen to be provided several modifica- 


tions of an electrical terminal and several variations in ¢ 


the methods of attachment thereof, each of which has 
advantages which will commend it for applications of 
different requirements. Certain advantages are, however, 
common to all of the modifications herein shown and 
described. For example, each of these terminals, when 


8 
crimped in place on the wire, completely encloses and 
seals the periphery of the conductive core. This gives 
to the connection a good resistance to corrosion. 

In crimping these terminals, after the ears of the 
ferrule have reached their ultimate position, the dies 
may be given a final additional compression. This wil! 
cause deformation not only of the wire as a whole, but 
of each strand therein—molding them to fill the inter- 
stices and forming a more solid metallic cross-section. 

All cf the terminals shown have the additional advan- 
tage that any tendency of one of the ears of the ferrule 
to unroll or spring back is resisted by a similar tendency 
of the opposite ear. The two ears thus cooperate to 
maintain a permanent crimp. | 

I claim: ! 

1. An electrical connection comprising a connector 
including a ferrule and a stranded conductor extending 
into said ferrule, one portion of |the ferrule surrounding 
the conductor with integral ears ¢xtending from opposite 
sides thereof curled together face-to-face to close the 
ferrule and therebeyond within the ferrule forming 
oppositely directed curls, at least a portion of the strands 
of said conductor being engaged between the bight 
between said opposite curls and the bottom of the 
ferrule. 

2. An electrical connection comprising a connector 
including a ferrule and a stranded conductor extending 
into said ferrule, one portion of ‘the Aerrule surrounding 
the conductor with integral ears extending from opposite 
sides thereof curled together face-to-face to close the 
ferrule and therebeyond within the ferrule forming op- 
positely directed curls, at least a portion of the strands 
of said conductor being engaged between the bight be- 
tween said opposite curls and the bottom of the ferrule 
and another portion of said strands being engaged in 
each of said curls. | 

3. An electrical connection comprising a connector 
including a ferrule having a stranded conductor thercin, 
one portion of the ferrule surrounding the conductor 
with integral ears extending from opposite sides thereof 
curled together face to face to close the ferrule longi- 
tudinally, the ends of said ears |being spaced from the 
inner surface of the ferrule of which they form a part 
and bearing against strands of the conductor surrounded 
by the ferrule, the strands of the conductor and the 
ferrule being deformed substantially to fill the inter- 
stices thereof. | 

4. An electrical connection as defined in claim 3 in 
which the face to face contact of the ears which closes 
the ferrule longitudinally is in aj line at an acute angle 
to the axis of the conductor. 

5. An electrical connection as defined in claim 3 in 
which the face to face contact of the ears which closes 
the ferrule longitudinally is in a line substantially parallel 
to the long axis of the conductor, 

6. The method of making an electrical connection 
which comprises inserting a multi-strand conductor in 
a tubular ferrule having a longitudinal seam and an 
inside diameter which is between one and one-half and 
two times the external diameter of the conductor, simul- 
taneously inwardly curling the ions of the ferrule 
on both sides of the seam until the respective outer sur- 
faces of those portions adjacent the edges which defined 
the seam are in tangential contact to define a seam ex- 
tending longitudinally of the ferrule while maintaining 
an appreciable space between the conductor and ferrule 
in zones on both sides.of said seam and thereafter com- 
pressing said portions and the remainder of thé ferrule 
to cause the ends of said portions as well as the inner 
surfaces of the ferrule tightly ta engage the conductor. 

7. The method of making an electrical connection 
which comprises inserting a multi-strand conductor in a 
trough-like ferrule portion of a s metal blank having 
integral ears projecting upwardly in registry on directly 
opposite sides of the trough-like| ferrule portion, simul- 
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curling both ears ‘inwardly along an arcuate 
until the eae outer surfaces of the cars ad- 
in tange2.ial contact to define a scam 
i longitudinally of tne ferrule while maintain- 
ing an appreciable space between the conductor and fer- 
rule in zones on both sides of said seam and there- 
after compressing the ears, the ferrule portion and the 
conductor to cause extrusion'of metal of the connection 
thus formed axially of the conductor length, and to cause 
the ends of the ears as well as the inner surface of the 
ferrule portion and ears tightly to engage the conductor, 
the aa rm pa deforming the strands of the conductor 
and the ferrule substantially to fill the interstices thereof. 

8. An electrical connection comprising a connector in- 
cluding a ferrule having a stranded conductor therein, 
one portion of the ferrule surrounding the conductor 
with integral ears extending from opposite sides there- 
of curled together face to face to close the ferrule longi- 
tudinally thus to preclude the escape of strands of the 
conductor from within the ferrule, the ends of said ears 
being spaced from the inner surface of the ferrule of 
which they form a part and bearing against strands of 
the conductor surrounded by the ferrule, the strands of 
the conductor and the ferrule within said portion being 
deformed substantially to fill the interstices thereof, the 
cross-sectional area of metal within said portion being 
less than that of the conductor and ferrule without said 
portion. 

9. The method of making an electrical connection 
which comprises inserting a multi-strand conductor in 
@ trough-like ferrule portion of a sheet metal blank hav- 
ing integral ears projecting upwardly in registry on directly 
opposite sides of the trough-like ferrule portion, simul- 
taneously curling both ears inwardly along an arcuate 
path until the respective outer surfaces of the ears ad- %5 


15 


10 


pressing the ears, the ferrule portion 

to cause the ends of the ears as well as the inner surface 
of the ferrule portion and ears tightly to engage the con- 
ductor, the compression deforming the strands of the 
conductor and the ferrule to fill the interstices thereof. 
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Defendant's Exhibit H 
| 


Oath and Claim 15, as originally filed, December 14, 1946, 
in Patent 2,600 012, granted June 10, 1952, to James C.. 
Macy, assignor to Aircraft-Marine Products, Inc., for 
Electrical Connector. | 


11. Die means for crimping a ferrule, said die means including 
a die face having two trough-like depressions with a ridge therebetween. 


12. Die means for crimping a ferrule, said die means including, 
as one die face, an arch formed at its end to a pair of parallel cylindri- 





form troughs which meet in a central ridge. 


13. Die means for crimping a ferrule, said die means including, 
as one die face, an arch formed to a laterally conjoint pair of troughs 
tapered respectively in opposite directions longitudinally thereof, having 
parallel extremities and meeting in a ridge oblique to said extremities. 


14. A crimping die-set which comprises a male and female die 
interfitting to surround a space confined at all sides but open at the ends, 
one of said dies having a surface adapted to support the bottom of a 
ferrule, the other of said dies having ear-curling surfaces generated by 
movement of a line along converging curved paths while kept parallel to 
the axis of said space, and at least one of said dies having substantially 
parallel sides substantially tangential to said curved surfaces adapted 





2 oRSEEDON the side of the ferrule. 


15. All my patentable inventions disclosed in this application and 
not otherwise specifically claimed. 


IN TESTIMONY WHEREOF, I have signed my name to this speci- 
fication this 8th day of November, 1946. | 





/s/ James C. Mac 
Inventor. 





State of NEW JERSEY 
County of UNION 


JAMES C. MACY, the above named petitioner, being sworn, 
deposes and says that he is a citizen of the United States and a resident 
of Elizabeth, in the County of Union, State of New Jersey, and that he 
verily believes ‘himself to be the original, first and sole inventor of the 
improvement in 

ELECTRICAL CONNECTOR 
described and claimed in the annexed specification; that he does not 
know and does not believe that the same was ever known or used before 
his invention or discovery thereof; or patented or described in any 
printed publication in any country before his invention or discovery 
thereof, or more than one year prior to this application; or patented or 
caused to be patented in any country foreign to the United States by him 
or his legal representatives or assigns on an application filed more 
than twelve months prior to the filing of this application; or in public 
use or on sale in the United States for more than one year prior to this 
application; and that no application for patent on said improvement has 
been filed by him or his legal representatives or assigns in any country 
foreign to the United States. 


/s/ James C. Macy 
Inventor. 


[ JURAT dated November 8, 1946] 





DEFENDANT'S EXHIBIT I 





Oath, as originally filed, January 7, 1958, in Reissue 
Patent Number 24,510, granted August 5, 1958, to 

James C. Macy, assignor to AMP Incorporated, fo 
Electrical Connector. 


IN THE UNITED STATES PATENT OFFICE ! 


In the Matter of the Application of 
JAMES C. MACY 

Serial No. 

Filed: 

For: ELECTRICAL CONNECTOR 


OATH 
STATE OF NEW JERSEY 
COUNTY OF UNION ! 


JAMES C. MACY, the above named petitioner, vent duly sworn, 
deposes and says as follows: 


1. That he is a citizen of the United States of America, anda 
resident of Westfield, State of New Jersey, whose post-office address 
is 25 South Wickom Drive, Westfield, New Jersey; | 


2. That he verily believes himself to be the original, first and 
sole inventor of the invention described and claimed in Letters Patent 
2,600,012 and in the foregoing specification and for which improvement 


he solicits a patent; 


3. That he does not know and does not believe that said improve- 
ment was ever known or used before his invention thereof; 


4. He verily believes the original patent number 2,600,012 is 
partly inoperative by reason of his claiming more than he had a right to 
claim in his patent, in particular relative to subject matter such as 
embraced by amended claims 3 and 7, and additional claims 8 and 9, 
submitted herewith; i 
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0. The errors relied upon are that claims of the original patent, 
such as original claims 3 and 7, may be interpretable to embrace con- 
structions and methods outside the true nature and character of Appli- 
cant's invention which pertains to the art of 'solderless' pressure- 
forged electrical connections; and that the claims as a whole insufficiently 
delineate Applicant's invention in its application to the art aforesaid. 

These errors occurred because, in the prosecution of the original 
patent, Applicant and his attorney believed, in the light of the prior art 
cited in the record and otherwise known, claims 1 through 7 contained in 
the patent to be adequate both in number and in descriptiveness of the in- 
vention; and further Applicant and his attorney believed that further com- 
binations and gradations on the theme of claims 1 to 7 were unnecessary 
and possibly improper in view of the policy against multiplicity and 
prolixity in claiming. 

However, in recent negotiations with a third party to settle the ques- 
tion of infringement of Applicant's original patent, there developed an al- 
leged prior use comprising a ferrule clamped and soldered on a wire to 
effect a soldered joint which in external appearance superficially resem- 
bled connections that might be made in accordance with the terms of claims 
in Applicant's patent. Although the practice of Applicant's invention in its 
intended use and scope produces a result different in nature and effect, 
Applicant's claims do not appear adequately to distinguish from such a 
prior use construction, in an intermediate step in its production, by the 
mere fortuitous choice of phraseology utilized to describe the invention. 

This reissue application, therefore, is filed to correct the foregoing 
defect, thus to\render the claims as now understood more nearly com- 
mensurate with Applicant's invention. 

6. That the aforesaid errors arose without any deceptive intention 
on the part of petitioner, his attorney, or his assignee. 

Wherefore, petitioner respectfully requests a reissue patent for the 
purpose of adequately protecting the invention disclosed in, and intended 
to be protected by, the original Letters Patent 2,600,012, herewith offered 


for surrender. 
/s/ James C. Macy 


[SURAT dated December 31, 1957] 





95 
EXCERPTS FROM TRANSCRIPT OF PROCEEDINGS 
Monday, December 22, 1958 
MR, SPILLE: * * * [understand Your Honor probably has had 
some experience in trying cases of this nature. 
THE COURT: Very little. | 
bd a * | * 
MR. SCHIMMEL: If the Court please, you have heard from plain- 
tiff's counsel that basically we have at issue here a matter of law; and, 





if I may divert from the main case for the moment, and mention the re- 
quest for admissions which we have refused to answer on the basis, pri- 
marily, that what is requested are admissions as to what the law is, as 
to what interpretations of the Rules of Practice are, which we think we 
are justified in refusing to admit, since that goes to the whole heart of 
this case; and that is the issue that Your Honor has to decide. 


We would be admitting away, in a sense, if we made any admis - 





sions or any interpretations based on general questions which may or 
may not have application to this case. We have admitted in our memo- 
randum that certain affidavits were filed in the Pierce application during 
the prosecution of the case in the Patent Office and that certain allega- 
tions were made in those affidavits. : 


We have admitted that the reports of the Patent Office disclose that 
the corporation, or the plaintiff, does own the instant application and 
owns the patent which contains an admittedly anticipatory sieciosarne 
Those, we have admitted. | 


The other issues are questions of law, and as to those, I do not 


think we are required, under the rules of adjudication, to make 
any admissions. | 





Basically we have before us this morning the propos ition that the 
Statute says expressly that a prior patent disclosing subject matter 
claimed by a later applicant is prima facie -- negatives invention in the 
later applicant -- and prima facie evidence to be used against him unless 
the applicant can show prior date of invention, and we concede that that 
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leaves open to the later applicant the production of evidence to rebut the 
presumption that he is not the first inventor; and for more than 75 years 
now, the procedure of the Patent Office has provided a way for a subse- 


quent inventor to accomplish just that result. 


In old rule 75 and present rule 131, which was adopted after the 
passage of the Patent Act of 1952, which first put into the law that provi- 
sion, the Patent Office has provided a way whereby an applicant can over- 
come that antedating reference, and all that the applicant has to do under 


the rule is to make oath to facts showing a completion of the invention in 


this country before the filing date of the application on which the domestic 
patent issued. 

* * K * 

Now, from 1952, when the disclosure of Macy became available to 
the public, that disclosure, which was unclaimed in the Macy patent, was 
in the public domain unless Macy had an application pending in the Patent 
Office claiming that specific subject matter. 


Sa after June the 11th, 1953, if Macy had no application pending, it 
would be presumed that he had conclusively abandoned that subject mat- 
ter to the public, and no one else could subsequently obtain that unless 
they came within the provisions of Rule 131. 

* 2 * cg 

19 , if Your Honor please, I would like to hand up a memorandum of 
points and authorities in connection with this question, and attached to 
this memorandum there is a decision handed down November, 1958, in 
Civil Action 4543-56 by Judge Murphy in this court. 

ae * * * 

MR. SCHIMMEL: May I suggest, Your Honor, that during the ten 

years that this application was pending before the Batent Office, re- 
quests were made, suggestions were made, why wasn't Pierce's affidavit 
filed; and we heard nothing such as we hear this morning. If that had 
been presented to the Patent Office, it is quite likely -- we have accepted 
secondary evidence. The rules and regulations will permit it, and, as 
Your Honor will see, on page 4 of the Decision of the Board, there is a 





specific statement there. 


* * * * 





"We have reviewed the record in this case in the light 
of appellant's remarks and noted that in our review that the 
record contains no affidavit under Rule 131 overcoming the 
Macy reference or any explanation as to why the affidavit 
was not filed." | 


All we were asking for was an explanation, nothing for the claim. 
That is the basic and real issue in this case, Your Honor. | 
THE COURT: In other words, according to your contention, they 
have shown no compliance with Rule 131, no effort to comply with 





it, no reason why. | 
MR. SCHIMMEL: That's correct. They say they are permitted 
to do whatever they think is proper as a way of antedating evidence. No 
effort at all to comply with the rule, and, as you say, no effort to show 
why they couldn't comply with the rule. That is our position; and, in 
view of that, we say the rule is valid. The rule is reasonable. It has 
received judicial approval and there is no reason why they should not 
have complied with the means set out by the regulations to properly ante- 
date a reference disclosure which Your Honor must remember is now in 
the public domain, and it has been for five years. | 


So that, if they are permitted to do whatever they choose to do, to 
antedate a reference, they will be extracting what is public) now. 


THE COURT: All right, Mr. Spille, what do you have to say about 
this lack of any effort to comply with Rule 131? . 


MR. SPILLE: First of all, my position is that Rule 131 is not the 
sole and exclusive route to present evidence under the statute, Section 1 





to 2(e), is my first answer. 


THE COURT: You said 31, or 131? 


MR. SPILLE: One-thirty-one, Your Honor. There is a Rule 132 
which, may I take the liberty of reading into the record? _ 








THE COURT: Yes. 


MR. SPILLE: It says, quote: 

“Affidacits traversing grounds of rejection. When 
any claim of an application is rejected on reference to a 
domestic! patent which substantially shows or describes 
but does not claim the invention, ......" 


This would be the Macy patent: "...which substantially 
shows or describes but does not claim the invention, 


And there are other conditions. Go to the last line: 
". . . affidavits traversing these references or 


objections may be received." 


Now, as we view it, this is an alternate and permissible rule which 
we took. There's been no effort to conceal why we did not file Rule 131 
affidavit and I think the counsel for the defendant here has overstated his 
position. This question of Rule 131 affidavit came up in the final rejec- 
tion by the Examiner because up to that point he had taken the position 
this was not patentable, this Pierce idea. 


Now, I go back again. We are willing to offer that explanation if 
the Court so desires. We freely offer it. Why we didn't do it, we could 
not comply with Rule 131 because the investigation revealed that we could 
not give all the details of proof required there, but it's pretty obvious to 
me that when Mr. Macy says he learned of the invention from Mr. Pierce, 
the invention in dispute here, obviously Pierce knew before Macy about it, 

otherwise Macy couldn't have learned it from Pierce. 


Now, I look briefly over the Solicitor’'s memorandum here -- 


THE COURT: Well now, maybe this doesn't make sense, but it oc- 
curs to the Court, Macy might have learned it from Pierce and Pierce 


might have learned it from Jones, couldn't he? 


MR. SPILLE: That is a possibility, but bear in mind, if we went 
through a 131 affidavit, all we'd have to show is that Pierce knew it be- 
fore Macy. He wouldn't have to anticipate some non-existent Jones. 
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THE COURT: But wouldn't he have to make the affidavit to the ef- 
fect that it was his invention? 
MR. SPILLE: Sure, he has made oath to that, Your aoa. in the 
very initial filing of the patent application; "the applicant makes oath that 





he verily believes himself to be the .... inventor." Pierce did that in 
December, 1948. 


I think my opponent will concede that every patent application must 
be supported by such an oath, and the procedural situation is that the 
Patent Office says in effect, "As far as we are concerned, Macy is the 
first inventor, and we are not going to hear Macy or anybody else say 
anything to the contrary." | 

* 5 * * 

MR. SCHIMMEL: *** The fact that they had an application in 1948 
permits them -- permits Mr. Pierce to say, if he can prove it, that he 
was the first inventor of that disclosed subject matter but he has to show 


that he made the invention prior to Macy's filing date, which is 1946. 
* * * | | * 





All we are asking him to do is give us facts Showing that he made the in- 
vention prior to 1946. That's all. | 


Now, the fact that no explanation was given as to why they couldn't 
produce Pierce's affidavit, or anything from Mr. Pierce, who is pri- 
marily the only person that knows when and how he made his invention, 
seems to me, bars them from doing anything at this late date. 


That would be the issue. 


THE COURT: All right. 


MR. SPILLE: Before we commence with the evidence, I just want 
to comment that, as I said before, Rule 132 starts off with precisely the 
Same words, almost, as Rule 131: ‘When any claim of an application is 

31 rejected on reference to a domestic patent which substantially 
Shows or describes but does not claim the invention, . . . , et cetera; 
that is the situation before the Patent Office with regard to Macy and 


Pierce, and that is the situation before this Court. 
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Affidavits traversing these references or rejections may be received; 


and that is what we did. I find nothing in the statute rules that says you 
must proceed on 131 and only 131. 


I call to the stand James C. Macy. 


Whereupon 


JAMES C. MACY, } 
was called as a witness by the plaintiff, and, having been first duly sworn, 


was examined and testified as follows: 


THE COURT: Before you start questioning him, let me ask you 
this: 131 says ". . . the applicant shall make oath to the facts..." 


Now, 132 goes on and says -- 
MR. SPILLE: Affidavits may be received. 


THE COURT: Affidavits may be received. 
Why isn't that, not in substitution of, but in addition to, 131? 


MR. SPILLE: Well, I think if it was simply an affidavit of the 
same character as 131, then Rule 132 would be meaningless, redundant. 
It says that affidavits may be received, and the record before Your Honor 
32 will show that such affidavits were in fact received. The Patent 
examiner accepted the affidavits of Mr. Macy and Mr. Safford. So they 
exercised their discretion such as it exists under Rule 132, and then they 
held, I think somewhat inconsistently, that 131 is the only way you can 


proceed. 
THE COURT: Well, there-must be some reason for 131 and 132. 


MR. SPILLE: Well, I suggest, Your Honor, that 132 is the catch- 
all which offers alternative ways of proceeding. As Your Honor will 
note, it’s not confined to rejection on a patent, but it may be on a fact 
with the personal knowledge of an employe of the office, for example. 


THE COURT: Well, if both of them said "may," perhaps it could 
be an alternative, but 131 says "shall." 


MR. SPILLE: There is no question about the language. 
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THE COURT: All right, go ahead with your witness. 
DIRECT EXAMINATION 

BY MR. SPILLE: : 

Q. All right, what is your full name, please? A. JamesC. 
Macy. | 





Q. And your residence address? A. Twenty-five South Wickham 
Drive, Westfield, New Jersey. | 
Q. And your age, sir? A. Forty-one. 


33 Q. What is your business or occupation? A. Development 


engineering. | 

Q. Are you employed by any firm or corporation, or are you self- 
employed? A. Iam self-employed. | 

Q. Are you a graduate of any technical school? A. Yes, Sir. 

Q. What school, what degree, and what year, sir? , _A. Rensselaer 
Polytechnic Institute with Bachelor of Civil Engineering in 1938. 

Q. Were you ever employed by the corporate plaintiff in this case? 
A. Iwas. ! 
Q. When were you first employed by AMP, Inc. ? A. In March 
of 1942. | 

Q. Was the corporate plaintiff sometimes otherwise known by a 
different name? A. I knew them as Aircraft Marine Products. 

Q. Isee. Now, what were your -- in general -- what were your 

| 


A. In 1942, 


I started out as an engineer in the Product Engineering Department. 


duties as an employee of the corporate plaintiff in 1942? 


Q. Did you make any inventions at all while employed by the 
corporate plaintiff? A. I did. 

34 Q. I hand you a copy of United States Patent 2, 600, 012, name of 
J. C. Macy, dated June 10, 1952, filed December 23, 1946, which has 
previously been identified as Defendant's Exhibit B, and ask you if you 

can identify that patent? "A. Yes, sir. | 
Q. Speaking more generally, is that sometimes known as your 
patent on the F-crimp? A. We know it as the F-crimp, yes. 
Q. Now, I call your attention to Figure 19 of Exhibit B and ask 
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you briefly to describe to the Court what is shown in Figure 19. 


A. That does show a cross section of a terminal barrel which has been 
crimped with an F-crimp. 

THE COURT: Which has been what? 

THE WITNESS: Crimped with an F-crimp. 


BY MR. SPILLE: 

Q. Does it show anything else? A. This figure 19 does show an 
outer sleeve. 

Q. And is the outer sleeve the material shown in the cross-hatching 
on the circumference of the figure? A. That's right, the dark cross- 
hatching. ; 

Q. And of what material is that outer sleeve made? A. A type 
of insulation. 

Q. Well, specifically, is it a plastic of some sort? A. A plastic. 

35 Q. Do any of the other figures in your patent show an F-crimp 
with an outer sleeve of plastic? A. No, they do not. 

Q. Were you the inventor, or originator, of the idea of an F-crimp 
through an outer sleeve of plastic, as shown in Figure 19? A. I was not. 

Q. Now, did you have any idea of the concept that an F-crimp could 
be made through an outer sleeve of plastic? A. It wouldn't have oc- 
curred to me to try it. 

Q. When did you learn of the idea of an F-crimp through an outer 
sleeve of plastic, such as shown in Figure 19, for the first time? 

A. IL learned of it the firsttime during the preparation for this application. 

Q. And how did you learn of it and from what person? 

* x” * * 

36 THE WITNESS: I learned of it during the preparation of this ap- 
plication. I learned of it from Mr. Safford. 


BY MR. SPILLE: 
Q. And in what capacity did you know Mr. Safford? A. He was 
the patent attorney representing Aircraft Marine Products. 
Q. And Aircraft Marine Products is now known as AMP, Inc., is 
that correct? A. That's right. 
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Q. Now, can you be more specific as to what year it was when 


you first learned of this from Mr. Safford? A. That would be in 1946. 
Q. Now, did you know Frank L. Pierce? A. Yes, — 
Q. Perhaps I should have asked this before, but were you employed 
by the corporate plaintiff in 1946? A. Fora portion of 1946. 
37 Q. Well, were you employed by the corporate plaintiff at the time 
you learned of the F-crimp in the plastic sleeve from Mr. Safford? 
A. No, sir. 
Q. Are you now employed by the corporate Bien any way? 
A. Iam retained on a consulting basis. ! 
Q. In other words, you do engineering consulting for the plaintiff? 
A. That is right. | 
Q. Do you do any work for any other clients? A. Many others. 
Q. Have you ever met Frank L. Pierce? A. Yes,' I have. 
Q. Did you collaborate with Mr. Pierce in any way with regard to 
the F-crimp and the plastic sleeve? A. No. | 
Q. Can you state to the Court approximately -- let's put it this way: 
When you were employed by AMP, Inc., corporate plaintiff, at what 
town or state were you located, as of 1946 at any rate? A. As of 1946? 
Q. Yes, sir. A. I was located in Westfield. ! 
Q. Westfield where? A. Westfield, New Jersey. | 
38 Q. And where is the main plant -- at that time -- of the corporate 


plaintiff? What state? What town? A. Harrisburg. — 


Q. Where was Mr. Pierce located when he worked for the corpo- 
rate plaintiff, if you know? A. He was partially located in Harrisburg. 








He would be in sometimes and would be out some other times. 

Q. Now, while you were employed by the corporate plaintiff, did 
you have an agreement with them to assign all inventions you made to the 
plaintiff? The corporate plaintiff, that is. A. Yes, sir, I did. 

Q. And did you assign the Macy patent, which is Defendant's Ex- 


hibit B, to the corporate plaintiff? A. I did. 
Q. Did you assign that invention as of the date you made the in- 
vention, or was it years later, or what? A. It was at the time of filing 





the application. 


. 
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Q. Isee, and the filing date is shown right on the Exhibit B, is it 


not? <A. That's right. 
Q. Now, did you file an affidavit in the Pierce application which is 
now before this Court? A. I did. 


39 MR. SPILLE: Your Honor, 


* * a * 


(Complete file of Plaintiff [ photostat] 
of Pierce, was marked Plaintiff's 
Exhibit 1 and admitted in evidence.) 


BY MR. SPILLE: 

Q. I show you what is page 45 of Plaintiff's Exhibit 1 which ap- 
pears to be an affidavit in your name and ask you to read it to yourself, 
please. See if you can identify that as the affidavit you say you filed in 
this Pierce application. A. That is. 

Q. Is that affidavit true as of the time that you filed it and ex- 
ecuted it? A. It was. 

40 Q. Isittrue now? A. Itis. 
%* a * 
CROSS EXAMINATION 
BY MR. SCHIMMEL: 

Q. Mr. Macy, I have here the official file of the application you 
filed, filed under your name, in 1946, which matured in Patent Number 
2,600,012, and'I show you the oath that was filed with this application 
and ask you if that was your signature? A. That is. 

Q. I didn't hear you. A. That is. 

Q. Thatis. I'll call your attention to certain statements made 


in that oath and|ask you to read them into the record beginning with 


"James C. Macy" and ending at the first semicolon. Would you mind 
reading that into the record? A. “James C. Macy, named petitioner, 
being sworn, deposes and says that he is a citizen of the United States 
and a resident of Elizabeth in the county of Union, state of New Jersey, 

41 and that he verily believes himself to be the original, first and 
sole inventor of an improvement in the electrical connector described 
and claimed in the annexed specification, that he” -- 
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Q. That's enough. Do you see the words, "described and claimed 
in the annexed specification"? Did you make that averment when you 
Signed that affidavit? A. I didn't understand. 

Q. The words, "described and claimed" are in that averment of 
the affidavit. Did you relize when you signed that affidavit that that's 
what that was, “described and claimed"? A. Yes. ! 

Q. I'd like to call to your attention also the original papers filed 
in this application, the original claims which you have now said you 
recognized and realize that you're swearing to, and I'd like you to read in 
the record Claim 15. A. "All my patentable inventions disclosed in 
this application and not otherwise specifically claimed." : 

Q. "All my patentable inventions disclosed in this application, 
that’s what it says, does it not? A. That's right. 

Q. Now, this application was filed in 1946, was it not? A. That's 
right. | | 

Q. This affidavit that you were questioned about previously, in 

which you stated that you did not invent, or intend specifically to 
claim the subject matter disclosed in connection with Figure 19 was filed 
on what date? Doyouremember? A. That was filed in 1952 -- '54. 

Q. You might look at the affidavit to refresh your recollection. 
What was the date of that affidavit? A: August 26, 1954, 

Q. August 26, 1954. Now, did there not come a time subsequent 





to August 1954 when you executed an application for the reissue of Patent 
2,600,012? A. That is right. | 
Q. Ihave here the official file of such reissue application and I'll 
show you the oath in that application and ask you whether or not that's 
your signature? A. That is. | : 
Q. What's the date on which that oath was executed?) A. Decem- 
ber 3rd, 1957. 
Q. December the 3rd, 1957? 





MR. SPILLE: Pardon me, I object, Your Honor. 


THE COURT: December -- wait a minute. December the 3rd, 
what? Fifty-seven? | 
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MR. SCHIMMEL: Fifty-seven. 
MR. SPILLE: Counsel is having the defendant read from a lot of 
affidavits that have not been marked for identification. I think we ought 
43 to at least have them marked so we can follow. 


THE COURT: Allright. The original affidavit is a part of yours. 
Now, this is just the subsequent, this last affidavit that you're talking 
about -- 

MR. SPILLE: Well, there are two affidavits, as I understand, in 
the testimony, an affidavit by Mr. Macy in his original patent -- which the 


patent is in evidence, but his application is not. 
THE COURT: All right, suppose we mark that. | 


MR. SCHIMMEL: The original application you put in evidence, did 
you not, as Plaintiff's Exhibit 1? 


MR. SPILLE: That is Pierce, not Macy. 
MR. SCHIMMEL: Oh, pardon me, pardon me. 
MR. SPILLE: Sorry. 


MR. SCHIMMEL: Okay, I have here, Your Honor, a certified 
copy of portions of the official file of the Macy application, which are 
Claims 11 through 15 and the original oath filed with that application 
which I would like to identify. 


MR. SPILLE: Don't you have the whole thing? 


MR. SCHIMMEL: That is a certified copy of those portions. If 
you want the whole file, I'll give you the whole file. 


MR. SPILLE: I have no objection. 
THE COURT: All right, you may mark that. 
MR. SCHIMMEL: Make that H. 


THE DEPUTY CLERK: Defendant's Exhibit H for identification. 


(Affidavit of oath and Claim 15 was 
marked Defendant's Exhibit H for 
identification. ) 
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THE COURT: All right. 
MR. SCHIMMEL: 1 also have here, Your Honor, a certified copy 
of the affidavit filed with the application for the reissue of the patent, 
Patent Number 2,600,012, just the affidavit itself, which I would like to 


have marked as -- for identification as I. | 


MR. SPILLE: No objection. 


MR. SCHIMMEL: And to complete, I would also like to have 
marked for identification the reissue patent, No. 24510, granted August 
the 5th, 1958, based upon that reissue application. That is J. 


THE DEPUTY CLERK: J? 





MR. SCHIMMEL: Yes. 


(Certified copy of oath was marked 
Defendant's Exhibit I for identification, 
and the Reissue Patent was marked 
Defendant's Exhibit J for identification.) 


BY MR. SCHIMMEL: : 

Q. Now, Mr. Macy, I show you the Defendant's Exhibit for Identifi- 
cation I, which is a certified copy of the oath filed with your reissue ap- 
plication, and ask you to identify your signature on that oath, please. 

45 A. That is my signature. | 

Q. That is your signature, and the date of that affidavit was what? 
A. December 3rd, 1957. 

Q. Lalso would like to call your attention to a statement made in 
that affidavit by you. In the paragraph marked "2" on the first page, I 
ask you to read that into the record, please. A, "That he verily be- 
lieves himself to be the original, first and sole inventor of the invention 
described and claimed in Letters Patent 2,600,012 and in the foregoing 
specification and for which improvement he solicits a paten nih 

Q. Thank you. Now, do you recollect whether there were any 

changes made in the specification of the reissue application with respect 
to the parent patent .-- or maybe I'd better put it this way: | 


Is Figure 19 that you have referred to in Patent No. 2,600,012 
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reproduced in the reissue application? Is it there? A. Yes, itis. 
Q. And is the description of that figure in the specification? 
A. Yes. ) 
Q. As far as you know, that is a correct description of Figure 19? 
A. As far as I know. 
46 MR. SCHIMMEL: That's all. 


THE COURT: Was this reissuance likewise assigned AMP, Inc.? 


MR. SCHIMMEL: Yes, Your Honor. 


MR. SPILLE: Yes, Your Honor. 


REDIRECT EXAMINATION 


BY MR. SPILLE: 

Q. Mr. Macy, in your original patent, Defendant's Exhibit B in 
this case, I think you have it before you, is there any claim there to an 
F-crimp with an outer plastic sleeve? Take your time if you want, and 
look over all of the claims. 

* xk * aK 

Q. I have to go back to the original question, Mr. Macy. In your 
original patent, Plaintiff's Exhibit B, do any of those claims relate to 
the idea of an F-crimp with an outer plastic sleeve? A. They do not. 

Q. Now, let's go to your reissue patent, Defendant's Exhibit J. 
Now, I take it that the material in italics is the newly added claims. 

A. Yes. 
-Q. Do any of those additional claims relate to the idea of an F- 
crimp through an outer plastic sleeve? A. They do not. 

Q. To the best of your knowledge, did you ever claim that it was 
your invention to have an F-crimp through an outer plastic sleeve? 


A. To the best of my knowledge, never. 
* * * 


RECROSS EXAMINATION 
BY MR. SCHIMMEL: 
Q. Do your claims specifically exclude the use of such an insulat- 
ing conductor? A. No. 
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MR. SPILLEE: Well, wait asecond. I object to that. That is 


unfair. Counsel is taking advantage. He knows that negative limita- 
tions are not permitted in patent claims. | 


THE COURT: Objection overruled. 


* * * 


FURTHER REDIRECT EXAMINATION 
BY MR. SPILLE: 
Q. Did you ever assert to anybody that you invented the idea of an 
F-crimp through a plastic sleeve? A. I did not. | 
*x * * | xk 
51 THE COURT: Do I understand that the Government would admit 
that the claim made here with regard to this plastic sleeve would be 
patentable except for the prior disclosure and the procedural difficulty 
here? | 
52 MR. SCHIMMEL: I don't think I am able to make that admission 
at this time, Your Honor, for the simple reason that, not having over- 





come the reference in the Patent Office, the Examiner was under no obliga- 
tion to look for any other prior article, so I don't feel qualified to make 
an admission. It may be that that would be rejectable under some other 


reference, 
* * * | * 


54 MR. SPILLE: Well; our position is, by this stage of the game, he 
has certainly determined that; and it is incumbent on the Examiner in his 
final objection, to give all his grounds for rejection; and, as far as this 


Figure 19 and Claims 4 to 7 are concerned, this is the sole basis for 


withholding the patent from the plaintiff. | 
| 

Now, this has gone through ten years of procedure. If they know 
of any additional reason, they should have come forward with it. Other- 


wise, we'll be going for another ten years. 


MR. SCHIMMEL: In the ordinary situation, what plaintiff's counsel 
is Saying I will say is true. Where you have a situation that involves 
antedating an admittedly anticipatory reference, there is no argument 
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about the fact that the reference discloses the claimed subject matter; 


until and unless'they antedate that reference, there is nothing by which 
the Examiner -- or no need for him to look any further. He has all that 
he needs to defeat the claim for invention in its later effort. 


Now, it may be, that is why I say I cannot admit that at this time; 
it may be that that is the only thing standing in the way of the plaintiff 
here, but I wouldn't want to at this stage say that that would settle it. 


THE COURT: I see. 


MR. SPILLE: Your Honor, may I take the liberty of answering 
my opponent by calling Your Honor's attention to Patent Office Rule 104. 


THE COURT:. Well, let's not do that at this moment. I merely 
wanted to see if the Government did so concede or stipulate, and they 
don't, so that part of it is settled. 


All right, are you ready to call your next witness? 


* x * 


TRUMAN S. SAFFORD. 
was called as a witness by the plaintiff, and, having been first duly sworn, 
was examined and testified as follows: 


* DIRECT EXAMINATION 
BY MR. SPILLE: 
Q. Please state your fullname. A. Truman's. Safford. 
Q. And your age. A. Fifty-five. 
Q. Truman is T-r-u-m-a-n; initial is S, S-a-f-f-o-r-d. 
What is your occupation, Mr. Safford? A. I'm a patent lawyer. 
Q. For how long have you been a patent lawyer? A. Since 1927, 
and before that I was a patent examiner. 


Q. Are you a graduate of any college or university, sir? 
A. Antioch College. 
Q. What year and what degree? A. 1924, with a degree of B.A., 


major in Chemistry. 
Q. Did you attend any law school? A. George Washington Law 
School. : : 
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THE COURT: You say B.A., with a major in Chemistry? 





THE WITNESS: I had a major in. both Chemistry and Business; at 
that time I thought I would be going into business, so I took the B.A. 
rather than the B.S, | 


MR. SPILLE: Off the record for a moment, if Your Honor is 
curious, Columbia University, which I happened to attend, if you 
Specialize in Chemistry, you get a Bachelor of Arts Degree. Every 


place is a little different. 
THE COURT: I see. 


BY MR. SPILLE: 
Q. Are you a member of the District of Columbia Bar, Mr. Safford? 





A. Iam. 
Q. And when were you admitted to the District of Columbia Bar? 
A. In 1927. : 
Q. Are you a member of the New York Bar? A. Lam. 
Q. How long have you been a member of the New York Bar? 
A. I was admitted there also in 1927. Perhaps it was — *28; I'm 
not certain of that. | | 
Q. Were you ever employed by the United States Patent Office? 
A. Yes. | 
Q. During that -- during what years and in what capacity? 
A. From 1924 to 1927 in the capacity of assistant Examiner, not in the 
technical meaning of the Patent Office, which makes that + high grade, 





but one of the lower grades of assistant. 

Q. Is it fair to, Say that you have specialized in patent law through- 
out your entire professional career? A. That's correct. 

Q. What's your relationship to the corporate plaintiff in this case? 
A. Ihave been their patent counsel and patent attorney since Aircraft 
Marine Products, Inc. were organized. | 

Q. And approximately ‘when was the corporate plaintiff organized, 
to the best of your recollection? A. 1941. | 

Q. Are you also -- have you also been a member of any committee 
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58 to review Patent Office practice and procedure? A. Yes, I have been 


a member of various committees of the American Patent Law Associa- 
tion and the New York -- the Association of the Bar of the City of New 
York, and I believe I have been -- I don't think I have been on that kind 
of committee for the New York Patent Law Association. I'm a member 


of that. : 
Q. Is it fair to say you have made a practice of specializing in 


patent office practice? A. I have. 

Q. Do you know one James C. Macy, a witness here? A. Ido. 

Q. How long have you known Mr. Macy? A. I met him first in 
1942 when he was employed by the plaintiff AMP, Incorporated. 

Q. Do you recall whether or not you obtained a disclosure from 
Mr. Macy with regard to his invention of the F-crimp? A. Ido. I did. 

Q. Do you recall approximately when you obtained that disclosure? 
A. It was disclosed gradually. Iwas kept in touch with the work he was 
doing and I think that it began in 1944. 

Q. Did you prepare or file the patent application which led to the 
Macy patent, Defendant's Exhibit B in this case? <A. Idid -- may lI 
correct that? I did preliminary work on it. I enlisted the services of 

59 my younger associate, William Connor. I believe he wrote the 
first draft. I corrected the draft. 

Q. Did you have anything to do with the patent application of Mr. 
Pierce that is involved inthis case? A. I did. 

Q. Please tell the Court what your relationship to that application 
was. A. It was the same sort of relationship. I was put in touch with 
Mr. Pierce. I obtained the information from him. I discussed it with 
the president of the corporation, who was, ‘himself, an outstanding engi- 
neer, and I either prepared the application or it was prepared by an as- 
sociate: under my direction. 

Q. Did you take the disclosure of the F-crimp with the plastic 
sleeve from Mr. Pierce, the co-plaintiff in this case? A. Would you 
repeat that, please? Q. Yes, I think I can repeat it verbatim. 

Did you obtain a disclosure of the invention of the F-crimp with the 
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plastic sleeve from Mr. Pierce? A. Idid. The reason I hesitated 
was that I obtained the disclosure of applying an F-crimp through a plastic 





Sleeve, the disclosure of the F-crimp I had already obtained from Mr. 
ee 3 
Q. Is it fair to say that the F-crimp through the plastic sleeve was 
an improvement on Mr. Macy's invention of the F-crimp per se? 
A. It was so disclosed to me, yes. | ; : 
Q. Approximately when, if you recall, did you obteth the disclosure 
of the idea of an F-crimp through a plastic sleeve from Mr. Pierce? If 
you have any notes or memoranda that might aid your recollection, please 
do not hesitate to refer to.them. A. Shortly prior to the completion of 
the Macy specification. ai 
Q. Approximately when was that, Mr. Safford, in terms of months 
and years, if you recall? | 
* * 


A. October 16. 





Q. Now, are you referring to any document or notes to refresh 


your recollection? ! 
| 
| 


THE COURT: What year? 
THE WITNESS: 1946. 


BY MR. SPILLE: | 
Q. Are you referring to any notes? A. I have two documents 
in my notes here. One is long hand notes made at the time -- at a 
conference which states on its face that present were Mr. Whittaker, 
president of that corporation -- | 
Q. Isee. A. Pierce, the applicant in the Pierce application 
here, and Berg, who was then just out of the Army as director of the tank 





development program in Detroit and had taken up work as engineer for 


this company. | | 
THE COURT: You say October 26th? 


THE WITNESS: October 16th. 
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THE COURT: Oh, 16th. The application was filed on October 
63 29th? No, wait a minute; that was -- 


MR. SPILLE: The application, Macy application, Your 
Honor, was December, 1946. 


THE WITNESS: I have theoathbefore me here. 
THE COURT: December 20th -- 


MR. SPILLE: 1946; and the Pierce application, I think, just to 
keep the dates straight, was in August, 1948. 


THE WITNESS: The other document I mentioned is an addition to 
the draft of the Macy application which sets forth the same wording that 
has been read to Your Honor and that you have read in the printed spec- 
ification. 

The fact is that I went directly back to my hotel from that confer- 
ence with Mr. Pierce and Mr. Whittaker and wrote that insert into the 
Macy draft application. 


BY MR. SPILLE: 

Q. Now, Mr. Safford, where was this conference you spoke about 
held? A. In Harrisburg. 

Q. Harrisburg, Pennsylvania? A. Pennsylvania. 

Q. Is that the headquarters,in effect, of the corporate plaintiff? 
A. It was at that time; it is now, yes. 

Q. Now, was Mr. Pierce located in his employment at Harrisburg, 
or some other city? A. Pierce, at that time, I think, was located in 

Harrisburg but he had, prior to that, set up an office in Detroit 
while Major Berg was finishing up his work for the Tank Corps, so that 
he and Berg could work together in developing and improving inventions 
which had been made by this corporation. 


Q. And, at the time of this conference in Harrisburg in 1946, did 
you know, in general, what line of work Mr. Pierce was engaged in with 


the corporate plaintiff? A. Pierce, he was engaged in engineering. 
He had come from the vacuum cleaner field and was regarded as a very 
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excellent engineer, particularly in a cost conscious respect, so that he 
was given the problem of working over some of the inventions made by 


younger engineers in the corporation. 


@. Can you explain the delay, Mr. Safford, between the disclosure 
by Mr. Pierce of the F-crimp with the plastic sleeve and the filing of the 
Pierce application in August of 1948? A. Yes, it was decided at this 
conference that I mentioned that this was something important enough 
that we should protect our priority on it and it was to be disclosed in this 
Macy application which we were going to have to file so that we would 
have a record date: on it, and it was to be covered by broad claims. 

Q. What do you mean by that? Do you mean by that that the 
Pierce invention incorporated also the Macy invention? A. I was 








directed to make sure that the claims on the Macy invention did not have 
any unnecessary limitations which would exclude the application of the 
Macy invention where there was a plastic sleeve on it. The question of 
whether to file an application specifically on the Pierce application had 
to go over because the corporation was then small. It was making a 
great many inventions and it couldn't file on all of them at that time. 

Q. Isee. Is there any question of overwork or delay involved in 
your own preparation of applications in this period after the war? 
A. We were very much overworked but the delay was not after this -- 
well, I'm sorry. I'm confusing the Macy application. Whatever delay 





there had been on that was before. | 
Q. I'm talking about the delay in filing the Pierce application. 

A. I can't answer that. I don't remember when we were authorized to 

file that, but it was true that during that time at the end of the war we 

were very shorthanded. | 
Q. You put in an affidavit in this case to the effect that you were 





responsible, in effect, for putting the Macy -- I'm sorry, the Pierce 
idea of the F-Crimp in the plastic sleeve in the Macy application; is 
that right? A. That's right. | 

Q. Will you explain to the Court your reasons for doing that, if any? 


A. The statute at that time required that an applicant disclose in 








116 . 
his application the best embodiment of his invention. It didn't say the 
best embodiment of his invention which involved no invention of anyone 


else. It said "the best embodiment of the invention," and as a lawyer, 
I construed that, and have always construed it, to mean the best embodi- 
ment. If he knew somebody else's invention, somebody else's improve- 


ment on his idea, I considered it my duty to include it in the application, 
and I did. 7 

Q. There was some discussion here today about procedure under 
Rule 75, which is now Rule 131. Are you familiar with the Patent Of- 
fice procedure, practice under old Rule 75, Mr. Safford? A. Yes, in 
fact there were two ‘procedures; the old Rule 75 when I first came out of 
the Patent Office only required the applicant to state that he had made the 
invention before a certain date. It subsequently was amended to make it 
almost a full-dress interference case, but presented ex parte. 

Q. Now, is it the fact that when the Patent Office has before it two 
rival applications for the same invention, so to speak, and they are owned 
by the same company or common assignee, the Patent Office does not 
declare an interference? A. That is true. 

Q. Tell the Court the reason for that to the best of your knowledge. 

67 A. My understanding is that it is a moot case and no tribunal is 
supposed to decide moot questions. That same rule was applied so far 
as Rule 131 is concerned until the In Re: Beck case, I believe. 


* * * * 


(Certified correspondence marked for 
identification Plaintiff's Exhibit 2 and 
admitted into evidence.) 

BY MR. SPILLE: 

Q. Icall your attention, Mr. Safford, to -- before I do that, I 
withdraw that. 

Did you carry on correspondence with the United States Patent Of- 
fice concerning this Pierce application and the procedure that was followed 
by the Patent Office? A. Yes, I did. 

Q. Did you carry on such correspondence with the Commissioner 
of Patents? A. Yes, sir. 
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Q. And subordinate officials? A. Yes. 


69 Q. And did you endeavor to have the Patent Office committee 
revise their practice with regard to the fact of this particular Pierce 
case? A. Yes, that's true.. | 

Q. Included in Plaintiff's Exhibit 2 is a photostatic copy of a letter 
from Mr. B. -- next name is Yung, Y-u-n-g, next name, Kwai, K-w-a-i, 
Chairman of the Committee on Practice and Procedure. Ever see that 
letter before, Mr. Safford? A. Yes, I have seen that. I presume it 
is from Mr. Yung Kwai. : 

Q. What is the date of that letter? A. April 7, 1958. 

Q. Will you read into the record the second paragraph of that 





letter to you, please? A. “Ata recent meeting of the Committee on 
Practice and Procedure, after some discussion it was decided by general 
agreement to table the matter pending the outcome of a case No. 506-57" 
-- I believe that is this case -- "now awaiting action in U. S. District 
Court for the District of Columbia." | 


Commissioner Watson, as well as Mr. Crocker and Mr. Crewes, 
was present at the meeting. Mr. Crocker and Mr. Crewes, I believe 
were assistant commissioners. | 

Q. Will you read the last paragraph, or the balance, | Please. 

A. ‘Be assured, Mr. Safford, that the Subject is of considerable 
importance to all of us, as was stated by Commissioner Watson in his 
letter of June 6th, 1957." 

“Sincerely yours, B. Yung Kwai, Chairman of f Committee on 
Practice and Procedure." | 

Q. Does the letter make any reference to this particular court 
deciding the issue of the evidence, whether Macy or Pierce was the first 
inventor of the F-crimp with the plastic sleeve? A. It refers to this 


case by number, yes. | 
MR. SPILLE: I see. I offer this Flaintiff's Exhibit 2, T think, 


MR. SCHIMMEL: No objection. 


THE COURT: It's been admitted; I think it's been marked previous- 


ly. 
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MR. SPILLE: Yes. 
THE COURT: All right. 


BY MR. SPILLE: 

Q. Now, Mr. Safford, has it been your practice, in preparation of 
patent applications for the corporate plaintiff here, to include inventions 
of people other than the patent applicants in the application as it is filed? 
A. I think it is inevitable in any well-prepared application that you in- 
clude inventions of other persons and inventions -- or descriptions of 
single inventions without that would be unitelligible. The answer to 
your question is yes. 

Q. Did you do so in the Pierce application? A. Idid. 


Q. Was there any motive or purpose behind your so doing? 


A. Do you have any particular disclosure in mind? 

Q. Well; did you do that to withhold information from the public, 
to make it available earlier, or what was your reason? A. To make 
as complete a disclosure of an invention, so that the public can get the 
best possible use out of it as the statute required. 

Q. I think I may have said -- I'll withdraw that. 

Now, explain, if you will, the substance of the difference between 
this Rule 131 procedure in the Patent Office before and after this so- 
called case of In Re: Beck. A. Before the In Re: Beck case there was 
a long line of court decisions in the universal field in the Patent Office, 
so far as I know, which held that where two applications were filed by a 
common assignee but naming different inventors, that the Patent Office 
would not go back of the election made by the common assignee, and they 
would not set up an interference between them. They would not require 
any proof. They simply assumed, presumed, that the common assignee, 
acting in his own behalf and under penalty of losing his patent right, made 
the correct election. 

Q. Let's suppose, Mr. Safford, an interference proceeding is 
going on between two rival patent applicants and they are complete 
strangers to one another and their applications are not owned by a com- 
mon assignee, from your knowledge of the procedure in the Patent Office, 
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one party wishes to default; would the Patent Office accept) such a default 
without further ado? A. Yes. | 

Q. Is that true irrespective of whether the defaulting party is the 
first applicant or the second applicant? A. Yes. | 
Q. Now, will you please explain to the Court what is meant by the 
term, ‘'a concession of priority abandonment of the invention and a dis- 





claimer as far as two rival applicants are concerned"? A. One party 
to an interference may file a formal statement saying that he concedes 
that the other one was the prior inventor. The Patent Office accepts 
that because it is a statement contrary to his own claim to invention, 
and the interference is terminated by an award of priority. 

If one party abandons the invention by formal statement of abandon- 
ment filed in his application, the interference also is terminated. I can't 
tell you at the moment whether that is by an award of priority, or by a 


dissolution. | 
73 Q. But, in any event, the surviving contestant gets the patent; 


isn't that it? A. Right. | 

Q. Now, Mr. Safford, I refer to page 46, 47 of Plaintiff's Exhibit 
1, which is an affidavit, and ask you if you recognize this as your affidavit 
in this case? A. That is my affidavit, my signature at the end. 

Q. Are the facts stated in there -- or were the facts!stated as facts 
-- true at the time you executed the affidavit? A. They are. 

Q. Are they still true? A. Well, with the exception of the fact 





that we moved our office. | 

Q. And, in essence, were you telling the Patent Office that Figure 
19 of the Macy patent was Mr. Pierce's invention and you put it in the 
Macy application? A. That's correct. I received that from Pierce, 
not from Macy. I put it in Macy's application because I believed that it 
was an improvement that was embodied in the best embodiment of his 
invention then known to us. | 

I filed both applications, not for the inventors, but for the assignee; 
and I interpreted that to mean the best embodiment known to the assignee, 
since he was an actual party who filed the application. : 
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Q. Now, does "embodiment" mean in laymen's language a 


specific or concrete example of an invention? A. That's correct. 


MR, SPILLE: No further questions. 
THE COURT: Wait just a minute. 
THE WITNESS: Qh, I'm sorry. 


CROSS EXAMINATION 
BY MR. SCHIMMEL: 

Q. Mr. Safford, at this conference that you had on October the 
16th, 1946, was Mr. Macy present? A. No. 

Q. When you asked Mr. Macy to execute the application which 
resulted in his patent, did you tell him that you were incorporating in 
that description subject matter of Mr. Pierce's disclosure? A. I be- 
lieve I did, but it's quite a long time ago. I might be wrong. I think -- 
I'm quite certain I did. 

Q. I'd like to refer you to the Macy patent and call your attention 
to column 8, beginning at line 36. There is a paragraph describing 
certain subject matter. Subsequent to that is a statement that that 
particular subject matter is described and claimed in the copending ap- 
plication of Franklin H. Wells; is that correct? A. That's correct. 

Q. And that was in accordance with your usual practice, I under- 
stand, of when you do incorporate in someone else's application subject 

matter which is the invention of a different party, you specifically 
make reference to that in the application; is that correct? A. If there 
is an application pending; if not, I usually do it by amendment later. 

Q. Now, I also note in the next paragraph that you have a refer- 
ence to certain subject matter disclosed.and claimed in an application of 
Watts, which was apparently on file at the time that the Macy application 
-- was that on file at the time that the Macy application was filed, do you 
remember? A. The Watts application was filed December 14, 1943. 

Q. Now, I notice, however, that in describing Figure 19, which 
you say was Pierce's invention, you do not say -- or you do not -- did 
not insert in that application that it was Pierce's invention. Isn't that 
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rather peculiar then? A. I didnot dothat. I should have done it. I 
overlooked it. As I say, I usually do it by amendment later. 
Q. And even after you filed the application, or rather, your af- 
fidavit in that application, and the disclaimer of Mr. Macy, you still 
made no effort to change that disclosure to say that that was Mr. Pierce's 


invention, did you? A. No, the patent had been issued by then. 
Q. It had been issued by then? A. Yes. ! 
76 Q. Now, did you prepare the reissue application? UAY No, I did 


not. | 

Q. You did not prepare the reissue application? A. No. 

Q. Did you know that the reissue application was being prepared? 

A. I was aware of it, yes. | 
Q. You were aware of it at the time that the reissue application 

was prepared. Do you not think that that would have been a time in 





which to eliminate from Mr. Macy's disclosure, or at least knowledge 
that it was not Mr. Macy's disclosure? A. I think it would have been 
wise.to insert that reference to the pending application but I would not 
think it would have been proper to remove it from the application. 

Q. You do not think it improper to remove from a reissue applica- 
tion subject matter -- and from the specification that was not the in- 
ventor's? A. Idonot. I think it was an improvement which was a 
part of the required disclosure under the statute. 

Q. It was not Mr. Macy's invention according to your information, 
was it? A. That's whatI have told you. Yes, sir. 

Q. And isn't it your understanding that a patent may be corrected 
by reissue, by taking out of the specifications mistakes made in the de- 
scription? A. But this was not a mistake. | 

17 Q. I understood you to say it was a mistake not to do that. 
A. I believe you are talking about -- we are talking at cross purposes. 
I said it was a mistake not to have made reference to Macy -- to 
Pierce's later application. That, I would have done, but -- 

Q. But you made no effort personally, although you knew the re- 
issue was being filed, you made no effort personally to see that that 
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mistake was corrected?. A. It did not occur to me that these were now 


being prosecuted in the patent department of the corporation. 
Q. And you are still the attorney for the corporation. A. Iam 
still the attorney, but I am not in detailed contact with -- 


MR. SCHIMMEL: That's all I have, Your Honor. 
me aK * * 


AFTERNOON SESSION 1:45 p.m. 


MR. SPILLE: Mr. Hintze, will you take the stand, please. 
THE COURT: Mr.Schimmel. 
MR. SCHIMMEL: Yes, sir. 


THE COURT: It seems to me, your brief clears up a couple of 
points that the argument this morning didn't. I take it that the Govern- 
ment, from your biref, would admit that if, for some reason, it was 
impractical or impossible to comply with 131, an affidavit from the in- 
ventor that the same facts could be shown from other sources -- 


MR. SCHIMMEL: I thought I admitted that, Your Honor. 
THE COURT: I didn't understand that. 


MR. SCHIMMEL: And called attention to:the fact that the Board, 
itself, had indicated that no excuse was given as to why there wasn't 
this affidavit from the applicant indicating, it seems to me, that they 
would accept it if some excuse were given. Other evidence could be 
substituted for that of the applicant. 


THE COURT: Well, I didn't understand that. 
MR. SCHIMMEL: I concede that. 


THE COURT: I didn't understand it. It's not important that I 
didn't if I do understand it now. 


MR. SCHIMMEL: That's correct. 


THE COURT: If there was a reasonable excuse, then it may be 
shown by other evidence. 
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MR. SCHIMMEL: Right. 





THE COURT: All right, you may proceed. 


Whereupon 

WILLIAM HINTZE 
was called as a witness in behalf of the plaintiff, and, having been first 
duly sworn, was examined and testified as follows: 


DIRECT EXAMINATION 
BY MR. SPILLE: : 

Q. Will you please state your full name and residence address, 
please? A. William Hintze, 1804 St. Clair Road, Cumberland, Penn- 
sylvania. 





THE COURT: How do you spell your last name? 
THE WITNESS: H-i-n-t-z-e. 





BY MR. SPILLE: ! 

Q. Are you a graduate of any technical school? A. Iam. 

Q. What school, what degree, what year, sir? A. George 
Washington University. I graduated 1949 with a Bachelor of Electrical 
Engineering. | 

Q. Are you a member of the bar, sir? A. Of this jurisdiction, 
yes, sir. | 





Q. I take it, you are a graduate of the law school --| A. George 
Washington University, 1953. | 


Q. By whom are you employed, Mr. Hintze? A. AMP, Incorpo- 
rated. | 
Q. And in what capacity are you employed, sir? A, As a patent 
attorney. | 
Q. Now, does that mean you are a full-time emcees of the 
corporate plaintiff here? A. Iam. ! 
Q. Now, where do you perform your duties, sir? A. In the 
Maynard Administrative Building in Harrisburg. 
Q. Well, when were you first employed by the corporate plaintiff, 
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Mr. Hintze? A. January, 1954. 


Q. Were you then employed as a patent attorney, sir? A. Yes. 

Q. Mr. Hintze, do you have any recollection of making an investiga- 
tion, or contacting Mr. Frank Pierce with regard to a possible Rule 131 
affidavit in this case? A. Ido, 

Q. Will you please tell the Court what you did, very briefly? 

A. Lcalled Mr. Pjerce in Massachusetts. He had left the company at 
this time and attempted to find out what he remembered about the inven- 
tion. 

Q. What did you find out? Did he remember it, or didn't he? 

85 A. I found out that he did not remember when he made the inven- 
tion. 

Q. Was there any discussion with Mr. Pierce about the original 
record, or samples? A. There was. 

Q. What was the result of that, sir? A. That he did not 
remember whether there were any records of the invention, but he did 
remember that he had made some samples. 

Q. Is it the practice of the corporate plaintiff, as far as possible, 
to preserve original records and samples of inventions made by its 
employes? A. It is now. 

Q. Have you found out whether or not that was the practice, say 
in 1945, '46, or '47? A. There was an attempt to retain as many 
records as possible, but at that time the company, coming out of the war, 
was still a small company, and many changes were being made, and it 
was difficult to maintain all records of this sort as we do now. 

Q. Did you search for original records and samples of the Pierce 
invention of the F-crimp with the plastic sleeve? A. Idid. 

Q. Did you make a diligent search, sir? A. I looked in every 


86 place that'I could think of that was recommended to me by anyone 
else. 
Q. Did you find any samples, sir, or original records, concern- 
ing this invention? A. Ididn't. 
MR. SPILLE: Thank you, sir. That is all. 
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THE COURT: Did you have any questions? 


CROSS EXAMINATION 





BY MR. SCHIMMEL: | 
Q. I didn't get the date when you called Mr. Pierce. | Would you 
mind telling us when that was? A. I called Mr. Pierce before the af- 
fidavits were filed in the case. Now, I believe that was in the summer 
of '56 or '57. : 
Q. Which affidavit are you referring to? A. The affidavits of 
Mr. Macy and of Mr. Safford. 
Q. My record shows that those affidavits were filed in September 





of 1954. Does that refresh your recollection any? A. Yes, well, it 
was preceding those affidavits because that was the information I un- 
covered, | 
Q. In other words, you came to work for the company in January, 
1954; is that correct? A. Yes. : 
Q. So, it was some time in the summer of '54, you think? 
A. That's correct. | 
87 Q. That you made contact with Mr. Pierce. 


Was that your only contact with Mr. Pierce? A. That's correct. 





MR. SCHIMMEL: That's all I have, Your Honor. 


THE COURT: Do you have any other questions? 





MR, SPILLE: Plaintiff rests, Your Honor. 


THE COURT: Just a moment; do you have any idea how old Mr. 
Pierce is? | 


THE WITNESS: I don't have any idea of his exact age; no, sir. 
THE COURT: Could the records disclose it? | 
THE WITNESS: I would assume so. 

THE COURT: You don't know what they disclose. 


THE WITNESS: I did not look for his records as to his age. 
* > * | * 
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MR. SPILLE: Your Honor, what is your wish as to the final con- 


clusion of this case? Do you want oral argument or submission of brief? 


THE COURT: I would prefer to hear oral argument to decide it, 
but if counsel on both sides would rather proceed in some other way, Ill 


consider it. 


MR. SCHIMMEL: If I may, I would like to say this, Your Honor: 
In view of the fact that testimony has been prodiced here by one who is 
a patent attorney, and presumably a patent expert, I believe I should 
have the opportunity to present to the Court what I believe to be the 
90 practice in the Patent Office with respect to the situation that he 
has testified to and also the adjudication's interpreting that practice. 


That has not been produced in the record at all below -- 


THE COURT: Well, I don't know that his interpretation as to the 
practice is of any particular materiality, is it? I mean -- 


MR. SCHIMMEL: Well, I just don't want to leave the impression 
that I agree with his interpretation of the rules, the practice, or the ad- 


judications. 
THE COURT: Well, -- 


MR. SCHIMMEL: I didn't think it proper to get into a discussion 
on the law of the question while he was testifying. 


THE COURT: I don't believe you need to answer what the practice 
has been, or what the cases hold. That is a matter of law. 


It seems to me, your first and primary question is as to whether 
or not Pierce invented this process with regard to the plastic in connec- 
tion with the F-crimp prior to the time that the other patent was filed in 
December of '46. Isn"t that essentially the first question? I reckon, 
before that, you have'to decide whether there was excuse for not filing 


the affidavit under 131. If you decide that there was, then you can go 


on to decide the second question. 


If you decide that there wasn't, then that would be the end of it under 
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the decision which you quoted in your brief. 


| 
Suppose you said that Pierce -- well, he at least is familiar with 


it, disclosed it and invented it prior to December, '46? The thing that 
puzzles me is where we end up on whether or not it’s patentable or not. 


What's your suggestion about that? 
MR. SPILLE: May I be heard on that, Your Honor? 


The issue of patentability over the art has not been presented to 
this court, nor could it properly be in this proceeding. Therefore, we 





have gathered and presented no evidence as to why it is patentable. We 

have relied entirely on the position taken by the Patent Office in the pro- 
ceedings below, and actually it is our view that the issue of patentability 
to someone has been adjudicated in effect in favor of the plate here by 
the Patent LES proceedings. 


Mr. Schimmel indicated that the Patent Office hasn't reached that 
point yet. Ithink he is mistaken on that. The rules provide that the 
examiner in going over the claimed invention under Rule 105 says, quote: 
“The examiner's action will be complete as to all matters, except that in 
appropriate circumstances, such as misjoinder of invention" -- that, we 
don't have here -- and soon, "....may be limited to such matters be- 
fore further action is made." | 


Now, this particular action was pending before the Patent Office 
92 since August of 1948. There have been several prior odd patents 
raised, and they have finally reached the view -- that is, the Examiner 
did -- after extensive consideration, that the claims, 4 to 7 would be 


allowed except for this problem of appearing in Macy's application. 
* * * | * 





94 MR. SCHIMMEL: May I say at this point, Your Honor, that at no 
time in the prosecution of this case has there ever been indicated that 
those claims were patentable. ! 

bd oe * 
97 THE COURT: Well now, I am not of enough practice to know what 


crack they have at it. What crack do they have at it? 
* #t * 
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98 THE COURT: That has been puzzling me; as you gentlemen know, 
I couldn't be newer at this sort of thing. 
* * 


MR. SPILLE: All right, sir. 


Your Honor, I will comply with any directions you may have, or 


wishes, with regard to the conclusion of this matter. We have not put 


inabrief. Iidoubt if one is really necessary but I'll abide by Your 
Honor's wishes on the matter. 


THE COURT: Well, I think the Government -- have you read the 


Government's brief? 


MR. SPILLE: I only received it this morning and just went over it. 
99 Frankly, I would like an opportunity to study it and the cases cited 


in the brief. 


THE COURT: Well, their brief seems to clarify the legal situation 
pretty much, and I don't think, so far as the legal end of it, it differs a 
great deal from your contentions. 

x * oe * 

111 THE COURT: There isn't just one way. I mean, the Government 
admits there isn't just one way. The Government goes this far with you, 
and it says that where there is a good reason why you can't file under 131, 
you will be excused. But you -- 

* * * * 

THE COURT: Well then, that is a discretionary matter with the 

112 Commissioner too; but again, to outline the Government's position, 
they certainly say that where there is good cause shown for the waiving 
of the affidavit, or dispensing with it under Rule 131, they will do so; but, 
as far as I can see, there's never been any attempt -- or at least you 
haven't given it to me -- up until the time this case was tried, as to why 
you couldn't reasonably get an affidavit under 131. 


* * * 


113 THE COURT: Well now, after this opinion -- 
MR. SPILLE: -- if we could. 
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THE COURT: -- of the Board of Appeals, May 31, 1956, is the 
procedure of the Patent Office such that after you got the statement, the 
instant case which contains neither an affidavit nor an explanation why it 
could not be obtained, would it, under their proceudre, be possible for 
you to have filed such reason, or shown such a reason after that time, 
or were you bound to the record as it was then created? : 


MR. SPILLE: My understanding is that we were bound by the 
record, I don't construe this -- I don't now -- as an invitation to file 
such an affidavit. | 


THE COURT: What are the usual practices? 


MR. SCHIMMEL: That is not correct, Your Honor. We will ac- 
cept an affidavit even after the decision of the Board of Appeals, provided 
there is sufficient and good cause shown for the lateness. : 


MR. SPILLE: Can you explain what would be considered sufficient 


good cause? 





MR. SCHIMMEL: Obviously we can't. 


MR, SPILLE: That is the problem. i 


| 
THE COURT: That would be the usual reasons that would apply to 
that court and this court. I suppose we could show diligence or reason- 
able grounds to excuse it. There could be many -- | 
116 * * * ! 
THE COURT: I don't know how effective it is but 131 says "shall." 
| 


The other says "may." | 


MR. SPILLE: May I simply point out, Your Honor, that 131 (a) the 
“shall" is modified by 'when."" "When any claim. . . is rejected." 
“When. . . the applicant shall make oath,"' and so on and so forth. 
That can almost be treated as when the applicant does make oath. It's 


a very specific situation. | 


* 


THE COURT: Yes, I reckon you're right. 


MR. SPILLE: I think, Your Honor, unless you have further questions 
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on this matter, this concludes the essence of the position of the plaintiffs 


before this Court. 
THE COURT: All right, let me hear from Mr. Schimmel. 


MR. SCHIMMEL: If the Court please, the basic problem is our 
statutory duty of rejecting where the prior reference describes what is 
claimed by a subsequent inventor and the provision in Rule 131 for per- 

117 mitting that later inventor to submit evidence in the form of an af- 
fidavit to overcome that cited prior reference that discloses but does not 
claim the subject matter which is claimed by the later applicant. 


Now, I'd’ like to say at this point, Your Honor, that nowhere in the 
record has it ever been indicated that plaintiffs were proceeding in the 
Patent Office under Rule 131. This is a brand new proposition. It is 
the first time I have ever heard, in all my experience, Rule 132 being 
used as a substitute for 131. 


I might point out that Rule 132 is headed “Affidavits traversing 
ground of rejection." Rule 131 speaks of affidavits of prior inventions 
to overcome a'cited patent. 131 is specific as to the instance where a 
party may be permitted to antedate disclosed subject matter. Rule 132 


has always been considered to cover all other situations in which a. party 


is traversing a rejection on prior references, either to show that they 
may be inoperative in so far as reliance on disclosed subject matter is 
concerned, reference of comparative utility between what is shown in the 
prior art and what the applicant has references with respect to an inter- 
pretation of the Examiner, what he may place on an affidavit rather, in 
connection with an interpretation placed on the reference by the Exam- 
iner; but never, in all the practice that I know of, has it ever been in- 
dicated that Rule 132 was a substitute for 131, and that is, as I say, the 
118 first time it's ever been raised in this court. 


If it had'been raised below, Your Honor would have had an op- 
portunity to have the opinion of the Board of Appeals on the question. 


Now, I might refer Your Honor to actually the way the Board con- 
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sidered the arguments raised below in their petition, their decision on 
reconsideration. Page 81 of that exhibit of plaintiff's, or in our folder 
the first page of the petition for reconsideration. i 
* * * 


THE COURT: Go ahead. 





MR. SCHIMMEL: In the second paragraph that section on reconsid- 
eration, the Board further states, 'Petitioner further contends that the 
procedure he has adopted to overcome Figure 19 of Macy as anticipation 
of Claims 4 through 7, 11 through 12, meets the requirements of Rule 131 
of the Rules of Practice." 


No indication he ever relied upon Rule 132 as a substitute for Rule 
131. He was contending there that he met Rule 131 and the Board dis- 
agreed with him. It's perfectly obvious why they disagreed with him, 
because the rule requires the affidavit of the inventor. 


Now, while it may be said, as he says, that there is no dispute as 
to the evidence submitted here as to who made the invention and how the 
119 invention originated through Mr. Safford, I think there is some 





doubt cast upon the whole procedure here by virtue of the fact that Mr. 
Safford has indicated that it always has been his practice when he in- 
cluded disclosures made by someone other than the party for whom he 
was filing an application, he made reference thereto in this specification 
so there would be no question about it; and the particular Macy patent 





concerned here too had such specific reference to the applications of other 
parties, but with respect to the disclosure of Figure 19, which is a com- 
plete anticipation, and which he said he derived from Mr. Pierce and 
placed into the Macy application because he thought that was the way to 
handle this situation, he apparently did not say there that that was Macy's 





invention. 


* * * | * 
| 


122 Having elected to proceed as they have in this situation, we submit, 
Your Honor, that they are not entitled to nullify, in effect, the require- 


ment of Rule 131 and to bring into this court for the first time their excuse 
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as to why they didn't present the affidavit and the antedating testimony 


of the witness. 
* 


125 FINDINGS 


THE COURT: This is a case where the Pierce Claims 4 through 7 
were apparently disclosed in Drawing 19 of the Macy claim, the Macy 
claim being filed in December of '46 and the Pierce claim not filed until 
August of '48. 


In a Situation such as this, where Pierce claims actual invention 
prior to Macy, ‘Rule 131 of the Rules of Practice of the United States 
Patent Office seems specially designed to cover this situation and to give 
the prior inventor relief. The rule seems to be reasonable for the 
proper determination of these matters. 


The plaintiff in this case has apparently made no effort to comply 
with that rule. They have not filed the affidavit required by the rule, 
nor have they attempted in the Patent Office to make any showing as to why 
that affidavit reasonably could not be furnished; and the Court holds that 
it is too late to come into this court after failure to comply, or even at- 
tempt to comply, with Rule 131 in the lower court and to try to show here 
reason for noncompliance. 


The Court further holds that on the facts adduced at this hearing, 
there haven't been sufficient facts shown for noncompliance with the af- 
fidavit in Rule 131, or an attempt to, and therefore the claim will be 
dismissed. 


126 Now, if the Government will prepare findings and conclusions and 


an order consistent therewith -- when would you like to submit that? 


MR. SCHIMMEL: At Your Honor's pleasure. I think counsel here 
has no preference in the matter. 


THE COURT: Well, it will have to be after -- 


MR. SCHIMMEL: After the holiday. 
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THE COURT: -- the holiday, and the Court recesses until the 5th 
of January. | 


MR. SCHIMMEL: Any particular time? 


MR. SPILLE: I expect to be out of town until about the 15th of 
January, Your Honor. | 
THE COURT: Well, what about the 9th of January? — 


MR. SCHIMMEL: At the moment the 9th is agreeable to me. 


MR, SPILLE: Well, I wouldn't be back. 





THE COURT: I thought you said you'd be back the 5th. 
MR. SPILLE: I would be out of town from the 5th until the 15th. 
THE COURT: Oh, the 5th to the 15th, I beg your pardon. 


MR. SPILLE: Sorry. 


THE COURT: Well, the 23rd? 


MR. SCHIMMEL: Sounds all right. 


THE COURT: All right, suppose you come in on the 23rd at 4:00 
o'clock. | 


127 MR: SCHIMMEL: Thank you. 
MR. SPILLE: Thank you, Your Honor. 
THE DEPUTY CLERK: Each party pick up their exhibits, please. 


THE COURT: That's all, gentlemen. I wish you all a Merry 
Christmas. | 





(Thereupon, at approximately 3:00 p.m, the above 
hearing was concluded.) | 


-o00- 
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[ Filed February 14, 1959] 


PLAINTIFFS' PROPOSED FINDINGS OF FACT 
AND CONCLUSIONS OF LAW 


FINDINGS OF FACT 


1. This is a civil action brought under the provisions of Section 
145 of Title 35 United States Code in which the plaintiffs, Frank L. Pierce 
and AMP Incorporated, assignee of said Pierce, the inventor-applicant 
in patent application Serial No. 46,967, filed August 31, 1948, entitled 
"Electrical Connector,‘'' seek a judgment from this Court authorizing the 
defendant, Commissioner of Patents, to grant a patent to plaintiffs based 
upon certain claims of the aforesaid patent application. 


2. The claims at issue are designated in paragraph 7 of the com- 
plaint as those numbered 4 through 7, 11 and 12 of the aforementioned 


application. 
3. Claims 11 and 12 were withdrawn by plaintiffs at trial. 


4, The application of Pierce (at issue here) and of Macy (the 
Macy application maturing to Patent No. 2,600,012, of record in this 
action), respectively, were both prepared by the same patent lawyer, 
namely, Truman S. Safford, on behalf of the plaintiff, AMP Incorporated, 
the common assignee of both said applications by virtue of formal assign- 
ments duly filed in the Patent Office. The inventions of both applica- 
tions were made by Macy and Pierce, respectively, while employed as 
product development engineers by AMP Incorporated. The subject mat- 
ter of the appealed claims, namely, those here in issue, was disclosed 
to said patent attorney, Safford, by Pierce on October 16, 1946, as an 


improvement in the Macy invention and, that very day, was inserted as 
Figure 19 together with a description thereof into a draft of the Macy ap- 
plication as an improved embodiment of the Macy invention and in order 


to get a Patent Office record of the Pierce invention. 


5. The patent to Macy (2,600,012) issued June 10, 1952, on an ap- 
plication filed December 23, 1946, owned by the corporate plaintiff herein, 
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shows in Fig. 19 thereof an electrical connector essentially the same as 


that of the application at bar and describes a method of producing the con- 
nector. Macy is prima facie presumed to have had knowledge of the dis- 
closure in his application on December 23, 1946, when it was filed in the 

U.S. Patent Office. | 


6. The plaintiffs in this case filed no affidavit complying with the 
specific requirements of Rule 131, and made no showing in the Patent Of- 





fice as to why that affidavit reasonably could not be furnished. Instead, 
plaintiffs elected to and did file proof of prior disclosure to Macy by 
Pierce through his patent attorney, Mr. Safford, and plaintiff offered un- 
contradicted proof that Macy did not make and never even knew of the in- 
vention of the claims here in issue until he learned of it through Mr. 
Safford. | 


| 

7. At the trial, plaintiffs introduced testimony of Macy, the 
patentee, and Mr. Safford, the patent attorney who prepared both the 
Macy and Pierce applications, which testimony was not controverted, that, 
(prior to reading his application before filing which matured to his patent 
number 2,600,012,) Macy did not have any concept of the subject matter 
claimed by Pierce in his application here in issue which is shown and 
described in the Macy patent, more particularly, Figure 19, and the de- 
scriptive portion of the specification relating thereto of the Macy patent. 





CONCLUSIONS OF LAW 


1. Under the facts of this particular case, where the patent relied 


upon to negative patentability has a filing date prior to that of the involved 
application, and where the applicant claims invention prior to the applica- 
tion of the patentee, Rule 131 of the Rules of Practice of the Patent Of- 
fice is the only method available to the applicant whereby to establish his 
right to a patent under the statutes, unless the Commissioner gives per- 
mission to proceed otherwise. | 


2. Where an applicant fails to comply or even attempt to comply 
with the requirements of Rule 131 in the Patent Office, it is too late to 
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come into this Court to try to show reason for non-compliance. 


3. Where a patent, which is not a statutory bar, is cited against 
an applicant, testimony of the patentee before the Court together with 
direct and corroborating testimony of his patent attorney before the Court 
and affidavits of the same persons before the Patent Office showing that 
he, the patentee, is not the inventor of the subject matter in issue and that 
he, the patentee, derived the subject matter in issue from the applicant, 
is not sufficient to show that the applicant made the invention prior to the 
application of the patentee and such testimony and affidavits are not suf- 
ficient to overcome a rejection of the applicant's claims which is based 
upon the said patent. 


4, Where two applications both assigned to the same assignee and 
both filed by the same attorney on behalf of said assignee clearly dis- 
tinguish a principal invention claimed in one application from an improve- 
ment claimed in the other, the Patent Office should not accept the election 
thus made by the common assignee and the priority of invention in such 
case should not be determined in accordance with the statute on interfer- 
ences (35 U.S. Code, Section 135). The applicants’ right to a patent on 
the improvement over a patent already issued on the principal invention 
disclosing the improvement as a preferred embodiment can only be 
determined by an ex parte affidavit in strict accordance with Rule 131 or, 
after showing of impossibility of so doing, by some other method which 
may be permitted by the Commissioner. The line of decisions of the 
District of Columbia Court of Appeals and the Court of Customs and 
Patent Appeals referred to in plaintiffs‘ memorandum (Plaintiffs' Exhibit 
No. 2) are no longer to be accepted as law. 


5. Where an applicant shows adequate reason to the Patent Office 
why an affidavit under Rule 131 of the Rules of Practice of the United 
- States Patent Office cannot be furnished, the Patent Office then should 
accept satisfactory secondary evidence in lieu of that required by Rule 
131 as establishing the applicant's rights to the claims in issue. 


6. Claims 4 through 7 of Pierce application Serial No. 46, 967, 
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filed August 31, 1948, are unpatentable. 


7. Plaintiffs are not entitled to a patent containing any of claims 
4 through 7, 11 and 12 of Pierce application Serial No. 46,967, filed 
August 13, 1948. 


8. The Complaint should be dismissed as to all the! claims de- 
Signated in paragraph 7 of the Complaint. 





February 6, 1959. 


[ Certificate of service] 





In so preparing and submitting plaintiffs’ Proposed Findings of 
Fact and Conclusions of Law, it is to be understood that they are not to 
be taken as representations of the plaintiffs’ view as to what the Findings 
of Fact and Conclusions of Law should have been, but, rather, as sub- 
stitute Findings and Conclusions not inconsistent with the Court's deci- 
sion for use in lieu of the defendant's suggested Findings and Conclusions, 
do more clearly and correctly state the matter for consideration by the 


Court of Appeals. 


/s/ Roger L. Hansel | 
Attorney for Plaintiffs 


[ 2/13/59] 





[ Filed February 17, 1959] 
FINDINGS OF FACT 


| 
1. This is a civil action brought under the provisions of Section 
145 of Title 35 United States Code in which the plaintiffs, Frank L. Pierce 
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and AMP Incorporated, assignee of said Pierce, the inventor-applicant 


in patent application Serial No. 46,967, filed August 31, 1948, entitled 
‘electrical Connector,’ seek a judgment from this Court authorizing the 
defendant, Commissioner of Patents, to grant a patent to plaintiffs based 
upon certain claims of the aforesaid patent application. 


2. The claims at issue are designated in paragraph 7 of the com- 
plaint as those numbered 4 through 7, 11 and 12 of the aforementioned ap- 


plication. 
3. Claims 11 and 12 were withdrawn by plaintiffs at trial. 


4, The subject matter of the claims at issue is defined in illustra- 
tive claim 4 as a method of making an electrical connection which com- 
prises forming a connector blank of metal with laterally projecting ears, 
curling the ears toward one another to form a closed ferrule portion, 
surrounding said ferrule portion with a layer of tough insulating plastic, 
assembling a wire in said ferrule portion, driving the edges of said ears 
against said wire by inward pressure exerted on substantially all parts 
of said insulating layers, except that at least during the early stages of 
said driving, the pressure is relieved over the line of meeting of said 
ears, whereby the plastic may be extruded into said areas from adjacent 
portions of said layer and pressure of the plastic is.less at said meeting 
line than on adjacent areas of the metal ferrule, whereby said ends are 
held together. 


5. The patent to Macy (2,600,012) issued June 10, 1952, on an ap- 
plication filed December 23, 1946, owned by the corporate plaintiff herein, 
shows in Fig. 19 thereof an electrical connector substantially the same as 
that of the application at bar and describes a method of producing the con- 
nector, which is substantially the same as that defined in the claims at 
issue. Macy is prima facie presumed to have had knowledge of the dis- 
closure in his application on December 23, 1946, when it was filed in 
the United States Patent Office. 


6. Where as here Pierce claims actual invention prior to Macy, 
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Rule 131 of the Rules of Practice of the United States Patent Office 
seems specially designed to cover this situation and to give the prior 
inventor relief. The rule seems to be reasonable for the proper deter- 
mination of these matters. | 


7. The plaintiffs in this case filed no affidavit complying with the 
specific requirements of Rule 131 and made no showing in the Patent Of- 





fice as to why the affidavit reasonably could not be furnished. Instead 
plaintiffs elected to and did file affidavits of Macy that he did not invent 
or intend specifically to claim the subject matter disclosed in connection 
with Fig. 19 of the drawing of his patent and of the patent attorney, Mr. 
Safford, that he included in the specification of the Macy patent applica- 
tion the improved insulated ferrule connector of Pierce. | 





8. At the trial plaintiffs introduce testimony of Macy, the patentee, 
and Mr. Safford, the patent attorney who prepared both the Macy and Pierce 
applications, that Macy did not have any concept of the subject matter 
claimed by Pierce in the application here in issue which is: shown and de- 
scribed in the Macy patent more particularly Fig. 19 thereof and the de- 
scriptive portion relating thereto of the Macy patent; and also testimony 
of the effort to find original records relating to the invention including a 





telephone call to Pierce as to what he remembered about the invention 
and whether hehad any records or samples thereof. ! 


9. After failure to comply or even attempt to comply with Rule 


131 in the Fatent Office it is too late to come into this Court to try to 
show reason for non-compliance. | 


10. On the evidence adduced at the trial there have not been suf- 
| 
ficient facts shown for non-compliance with the affidavit requirements in 


Rule 131. | 


11. Claims 4 through 7, inclusive, do not define novel subject- 
matter in view of the disclosure in Fig. 19 and the corresponding de- 
scription in the specification relating thereto of the patent to Macy. 
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CONCLUSIONS OF LAW 


1. Where the patent relied upon to negative patentability has a 
filing date prior to that of the involved application, and where the ap- 
plicant claims actual invention prior to the patentee, Rule 131 of the 
Rules of Practice of the Patent Office seems specially designed to give 
the prior inventor relief in such a situation, and seems to be reasonable 
for the proper determination of these matters. 


2. Where an applicant fails to comply or even attempt to comply 
with the requirements of Rule 131 in the Patent Office, it is too late to » 
come into this Court to try to show reason for non-compliance. 


3. Claims 4 through 7 of Pierce application Serial No. 46, 967, 
filed August 31, 1948, are unpatentable. 


4. Plaintiffs are not entitled to a patent containing any of claims 
4 through 7, 11 and 12 of Pierce application Serial No. 46,967, filed 
August 13, 1958. 


5. The complaint should be dismissed as to all the claims desig- 
nated in paragraph 7 of the complaint. 


/s/ George L. Hart, Jr. 
Judge 


February 17, 1959 


[ Certificate of Service] 


[ Filed February 17, 1959] 
JUDGMENT 


This action came on:to be heard at this term, and thereupon upon 
consideration thereof, it is this 17th day of January, 1959 


ADJUDGED that the complaint be and it is hereby dismissed, with 


costs against the plaintiffs. 
: /s/ George L. Hart, Jr. 
* * * Judge 
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[ Filed April 16, 1959] 


NOTICE OF APPEAL 


Notice is hereby given that Frank L. Pierce and AMP Incorporated, 
plaintiffs above named, hereby appeal to the United States Court of Ap- 
peals for the District of Columbia circuit from the final judgment dismiss- 
ing their Complaint entered on February 17, 1959. 


/s/ Roger L. Hansel 
STEVENS, DAVS, MILLER & MOSHER 
325 Munsey Building | 
Washington 4, D. C. | 


Attorneys for Appellants 





OF COUNSEL: 


Curtis, Morris & Safford 
930 Fifth Avenue 
New York 36, New York 


William Hintze 
Harrisburg, Pennsylvania 
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Appeal No. 15,164 


Statement of Questions Presented 


In the opinion of appellee, the questions presented 
are: 


(1) Whether an applicant for patent, who, on the 
record is not the first inventor of certain subject mat- 
ter claimed in his application, because that subject 
matter is described in a patent granted on an appli- 
cation for patent by another filed in the United States 
before applicant’s filing date, is relieved of the ne- 
cessity of filing an oath together with a showing of 
facts to prove prior inventorship, as required by Pat- 
ent Office Rule 131, merely because the patent and 
application are commonly owned? 

(2) May an applicant under the facts of question 
(1) above, in lieu of presenting the evidence required 
by Patent Office Rule 131, merely present evidence 
to prove that the patentee did not invent the subject 
matter disclosed in his patent? 

(3) May an applicant who fails to comply or even 
attempt to comply with the requirements of Patent 
Office Rule 131, belatedly present in the District Court 
his reasons for non-compliance with that regulation? 

(4) Is the District Court’s decision that Patent 
Office: Rule 131 is reasonable and specially designed 
to cover a fact situation such as that set forth in 
question (1) so manifestly erroneous as to require 
intervention by this Court? 
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United States Court of Appeais 


FOR THE DISTRICT OF COLUMBIA CIRCUIT 


Appeal No. 15,164 


FRANK L. PIERCE and AMP INCORPORATED, 
APPELLANTS 


v. 


ROBERT C. WATSON, COMMISSIONER OF PATENTS, 
APPELLEE 


Appeal From the Judgment of the United States 
District Court for the District of Columbia 


BRIEF FOR THE COMMISSIONER OF PATENTS 


Introduction | 

This is an appeal from the judgment (J.A.-140) of, 
the United States District Court for the District of| 
Columbia dismissing a complaint (J.A.-1) against) 
the Commissioner of Patents, defendant - appellee, 
in an action brought under the provisions of Section | 
145 of Title 35 United States Code, in which a decree | 
was sought authorizing the Commissioner to grant) 


(1) 
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letters patent of the United States, based upon and 
containing certain claims (4 through 7) of the patent 
application of the plaintiff, Frank L. Pierce, Serial 
No. 46,967, filed August 31, 1948, entitled “Electrical 
Connector.” The corporate appellant, AMP., Inc, is 
the assignee of the entire right, title and interest in 
and to said application (Finding of Fact No. 1- 
J.A. - 137,138). 

The complaint was dismissed by the trial court 
after a hearing at which appellants introduced testi- 
mony and documentary exhibits. The Court’s opinion 
given at the end of the trial appears at page 132 of 
the joint appendix. Findings of fact and Conclusions 
of law (J.A.- 187-140) were filed by the Court on 
February 17, 1959, after consideration and denial 
of plaintiffs’ proposed findings and conclusions (J.A. - 
134-137). Notice of appeal was filed on April 16, 
1959 (J.A.-141). 


Counter Statement of the Case 


The Statement of the Case set forth in appellants’ 
brief includes many manifestly unnecessary details, 
and is so interwoven with argument, and appellants’ 
counsel’s emotional involvement that a Counter- 
statement would appear to be desirable and neces- 
sary. The pertinent and salient facts are relatively 
few and simple, and these are set forth in the fol- 
lowing paragraphs in chronological order: 


On December 23, 1946 Macy filed an appli- 
cation for patent on an Electrical Connector, 
which application issued as a patent on June 10, 
1952, as patent no. 2,600,012, assigned to Air- 
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craft-Marine Products Inc. of Harrisburg, Penn- 
sylvania (J.A.- 75-82). This patent contains a. 
description of a Figure 19, which is important to, 


the issues of this case. 


On August 31, 1948 appellant, Pierce, filed an 
application for patent on an Electrical Connec-' 
tor, disclosing and claiming subject matter iden- 
tical with that of the description of Figure 19) 


of the prior Macy application. The Pierce ap- 


plication is owned by AMP Incorporated, one of | 


the appellants herein. 


On January 7, 1958 an application for the 
reissue of Macy patent 2,600,012 was filed by 
Macy and assented to by the then record owner, | 
AMP Incorporated, which application resulted | 
in Reissue Patent No. 24,510 on August 5, 1953) 
(J.A. - 83-90). Figure 19 of the original patent : 
and its description is reproduced without change | 





in the reissue patent (J.A.- 107). Certain addi-| 


tions to the claims were made in the reissue. 


The Pierce application, which is the applica-| 
tion involved in this proceeding, was examined | 
by the Patent Office in the regular manner, and | 
certain actions occurring in the prosecution | 


thereof, are enumerated here: 


(1) On January 16, 19538, certain of the ap 
plication claims were rejected by the examiner | 
as fully met by Figure 19 of the Macy patent | 


(J.A.-19); 


(2) On June 22, 1953, in response thereto, 
applicant filed an assignment of the application | 
to Aircraft-Marine Products Incorporated, the | 
assignee of the Macy patent, and contended that | 
because of that fact, Macy was an improper ref- | 
erence, since the subject matter of Figure 19 
is not claimed by Macy (J.A.-20, 21); 


{ 
| 
1 
| 
| 
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(3) On March 23, 1954, the application 
claims (claims 1 to 7 inclusive) were finally 
rejected by the examiner on the Macy patent on 
the ground that there was nothing in the record 
to indicate that Macy, who was prima facie prior 
to Pierce, was not the first inventor, and that 
Macy could not be removed as a reference merely 
because the Macy patent and the Pierce appli- 
cation were commonly owned, citing In re Beck 
et al. 33 C.C.P.A. 1060, 155 F.2d 398 (J.A.- 
23) ; 

(4) On September 20, 1954, in response to 
the final rejection, applicant presented affidavits 
of the patentee Macy and the patent attorney, 
who prepared both the Macy and Pierce applica- 
tions, the former asserting that the subject mat- 
ter of Figure 19 of the Macy patent was not his 
invention (J.A.-27), and the latter averring 
that he included in the specification of the Macy 
application the subject matter of the improve- 
ment invention by Pierce, because he (the at- 
torney) believed it to embody the invention of 
Macy and to illustrate a preferred embodiment 
of that invention (J.A. - 28); 

(5) On October 19, 1954 the examiner in 
response thereto held that the affidavits of Macy 
and Safford do not serve to remove the Macy 
patent as a reference and that a proper affidavit 
under Patent Office Rule 131 should be made by 
the inventor, Pierce (J.A.- 29); 

(6) On May 31, 1956, the Board of Appeals 
affirmed the examiner’s action holding that the 
affidavits submitted do not meet the require- 
ments of Patent Office Rule 131, and, therefore, 
that they are ineffective for the intended purpose 
(J.A. 34-38); 
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(7) On March 1, 1957, the complaint in this 
proceeding was filed in the District Court, seek- 
ing a ruling that the decision of the Board of 
Appeals was erroneous (J.A.-4); and 

(8) On December 22, 1958 after trial, the 
District Court dismissed the complaint, holding 
(1) that Patent Office Rule 131 is reasonable, 
and seems specially designed to cover the situa- 
tion and to give the prior inventor relief; (2) 
that plaintiffs in this case apparently made no 
effort in the Patent Office to comply with that 
rule, or to make any showing as to why the affi- 
davit under Rule 131 could not be furnished; 
and (3) that on the facts adduced, no sufficient 
showing had been presented for non-compliance 
with the affidavit requirement of Rule 131 
(J.A. - 182). 





| 
Statutes and Rules Involved ! 

Although the Appendix to appellants’ brief con- 
tains a voluminous reference to statutes and rules 
alleged to be involved in this proceeding, it appears 
that excerpts cited in some instances are inadequate 
and insufficient. Hence it is believed necessary and 
desirable to include the full text of following statutes 
and rules. | 


Statutes: | 


35 U.S.C. 33; R.S. 4888. Application for ee 
ent; description; specification and claim | 





Before any inventor or discoverer shall re- 
ceive a patent for his invention or discovery he 
shall make application therefor, in writing, to 
the Commissioner of Patents, and shall file in 
the Patent Office a written description of the 
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| same, and of the manner and process of making, 
constructing, compounding, and using it, in such 
full, clear, concise, and exact terms as to enable 
any person skilled in the art or science to which 
it appertains, or with which it is most nearly 
_ connected, to make, construct, compound, and 
use the same and in case of a machine, he shall 
_ explain the principle thereof, and the best mode 
_in which he has contemplated applying that 
principle, so as to distinguish it from other in- 
_ ventions; and he shall particularly point out and 
| distinctly claim the part, improvement, or com- 
bination which he claims as his invention or dis- 
covery. The specification and claim shall be 
signed by the inventor. No plant patent shall 
_ be declared invalid on the ground of noncompli- 
_ ance with this section if the description is made 
| as complete as is reasonably possible. 


Rules of Practice of the United States Patent 


Office in Patent Cases. (September, 1955) 
Rule 79 


Reservation clauses not permitted. A reser- 
| vation for a future application of subject mat- 
_ ter disclosed but not claimed in a pending appli- 
cation will not be permitted in the pending appli- 
cation, but an application disclosing unclaimed 

_ subject matter may contain a reference to a 
later filed application of the same applicant or 
owned by a common assignee disclosing and 
claiming that subject matter. 


Summary of Argument 


Section 102(e) of Title 35 United States Code 
(1952) provides that a person shall be entitled to a 
patent unless “the invention was described in a 
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patent granted on an application for patent by an- | 
other filed in the United States before the invention | 
thereof by the applicant for patent.” This para- | 
graph is new to the patent statutes and enacted the 
rule of Milburn v. Davis - Bournonville, (decided in| 
1926) 270 U.S. 390 (35 USCA 446), that a United | 
States patent disclosing subject matter dates from | 
the date of filing the application for the purpose of | 
anticipating a subsequent inventor. | 

In the instant case the patents to Macy, both origi- | 
nal (J.A.-78) and reissue (J.A.-86), show on | 
their face that Macy knew about the invention in | 
1946, long prior to Pierce’s filing date on August 31, | 
1948. Hence, under Section 102(e) Pierce is not | 
entitled to a patent for subject matter disclosed in | 
Macy, unless Pierce can show that he invented that | 
subject matter prior to the date on which the Macy | 
application was filed. The Patent Office Rules pro- | 
vided such a subsequent inventor the way of doing | 
just that. Old Rule 75 (App. Appendix-4), in | 
effect more than seventy-five years prior to its re-_ 
placement by present Rule 131 (App. Appendix -5), | 
sets forth that such a reference may be antedated by | 
applicant’s affidavit to facts showing a completion of | 
the invention in this country prior to the patent’s | 
filing date. That rule received this Court’s approval | 
in In re Griebe 45 App. D.C. 524, as well as that of | 
the Court of Customs and Patent Appeals in In re | 
Smith 17 C.C.P.A. 752, 36 F.2d 522; In re Lippold | 
32 C.C.P.A. 1242, 150 F.2d 714; In re Beck et al. | 
33 C.C.P.A. 1060, 155 F.2d 398; In re Noxon 41 | 
C.C.P.A. 803, 210 F.2d 835. | 
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All rules of the Patent Office which are authorized 
by law have the force and effect of law and control 
procedure in the Patent Office. In re Mraz 36 App. 
D.C. 485; Fish v. Dyson 55 App. D.C. 209; In re 
Terres et al 32 C.C.P.A. 965, 150 F.2d 711. Section 
6 of 35 U.S.C. (App. Appendix-2) authorizes the 
Commissioner to establish regulations for the conduct 
of proceedings in the Patent Office. There is no 
statute which authorized or prohibited the filing of 
antedating evidence. Hence by Rule 75 a procedure 
was devised to permit the presentation of such evi- 
dence. Present Rule 131 (App. Appendix-5) carries 
forward that procedure, with sub-section (a) essen- 
tially the same as old Rule 75 and sub-section (b) 
particularizing on the character of the “showing of 
facts” required by sub-section (a). 

The only proper way of overcoming a disclosure 
in a prior patent is by the procedure provided by the 
Patent Office Rules. Where the affidavit of the appli- 
cant cannot be procured, the practice under the old 
Rule 75 contemplated acceptance of affidavits of 
others familiar with the facts. Ex parte Gasser 
1880 Commissioner’s Decisions 94; Ex parte Foster 
1903 Commissioner’s Decision 213. But common 
ownership does not dispense with the necessity for 
compliance with the provisions of the Rules. In re 
Beck et al 33 C.C.P.A. 1060, 155 F.2d 398. 

‘The oath filed by Macy in the application which 
matured into patent averred that he was the inventor 
of the subject matter described and claimed therein 
and original claim 15 of that application (J.A. -91) 
asserted inventorship in‘all patentable inventions dis- 
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closed therein not specifically claimed.” The oath filed | 
by Macy in the reissue application (J.A.-98), long | 
after he had filed the affidavit in the application at | 
bar, was to the same effect. Each was a conventional | 
oath, and by virtue thereof the presumption is that | 
Macy was the inventor of that subject matter. The | 
best evidence of whether Pierce invented the claimed | 








subject matter prior to Macy’s effective date (De- | 
cember 23, 1946) is the testimony of Pierce himself. | 
Any other evidence must needs be secondary evidence. | 


Absent some legally acceptable excuse for failing to | 
comply with Patent Office Rule 131, which affords | 
an applicant an opportunity to overcome the legal | 
effect of a prior disclosure, and which was specially | 
designed for these situations, appellants are in no | 





position to complain. Rule 132, on its face, refers to | 
matters of proof of other subjects by affidavits; hence | 


appellants’ reliance thereon as an alternative way of | 


antedating a reference is misplaced. 


The Argument 


Section 102(e) of the Patent Act of 1952 (Title | 
35 United States Code) states that a person shall be © 
entitled to a patent unless | 


“the invention was described in a patent | 
granted on an application for patent by another | 
filed in the United States before the invention | 
thereof by the applicant for patent.” | 


This paragraph is new to the statutory law and is | 
an enactment of the rule of Milburn v. Davis - Bourn- | 
onville 270 U.S. 890, decided in 1926, by the Supreme | 


i 
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Court by reason of which it was conclusively settled 
that a United States patent disclosing an invention 
dates from the date of filing the application for the 
purpose of anticipating a subsequent inventor (35 
U.S.C.A. 446). That paragraph constitutes the stat- 
utory basis for the denial by the tribunals of the 
Patent Office of a patent based upon the application 
at bar. Finding of Fact No. 5 (J.A.-134) is 
grounded on that paragraph. 

Section 6 of Title 35 U.S.C. authorizes the Com- 
missioner of Patents to establish regulations, not in- 
consistent with law, for the conduct of proceedings 
in the Patent Office. Pursuant to such authority 
Rules of Practice in Patent Matters have been issued 
from time to time, and among those rules was Rule 
75 (App. Appendix -4) in force at the time the ap- 
plication at bar was filed, permitting an applicant, 
who had been rejected on a domestic patent describ- 
ing but not claiming the rejected invented, to remove 
such patent as an anticipating reference by making 
oath to facts showing a completion of the invention 
in this country before the filing date of the domestic 
patent. Inasmuch as the patent statutes made no 
express provision for antedating prior references, 
Rule 75 was deemed authorized by law, and since 
it was not inconsistent with the statute, it unques- 
tionably had the force and effect of law and controlled 
prosecution in the Patent Office. In re Mraz 36 App. 
D. C. 485; Fish v. Dyson 55 App. D. C. 209; In re 
Terres et al 32 C.C.P.A. 965; 150 F.2d 711. Present 
Rule 131 (App. Appendix-5) carries forward the 
practice established by old Rule 75. 
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The sole ques¢tion at issue in this appeal is the | 
application of the statute and Rule to the facts of | 
this case. Appellants have never challenged the find- _ 
ing by the tribunals of the Patent Office that the pat- | 
ent to Macy granted on June 10, 1952, on an appli- | 
cation filed December 23, 1946, contains a disclosure | 
which fully meets the claims at bar. The examiner | 
so held in the action dated—January 16, 1953 (J.A. | 
-19), and that holding is implicit in every subse- | 
quent action of the Patent Office tribunals. Appel- | 
lants’ brief here essentially concedes this fact. (Br- | 
8). The Macy patent shows on its face that Macy had | 
knowledge of the claimed subject matter almost two | 
years before Pierce filed. Hence under the express | 
language of Section 102(e) of Title 35 U.S.C. no | 
patent could lawfully issue to Pierce, unless he proved | 
that he invented the claimed subject matter prior to | 
Macy’s filing date. The manner of proving that fact — 
is the point at issue between the parties. Macy could | 
not be cited against appellants’ claims until it became | 
available as a published patent, and it was cited by | 
the examiner at the first opportunity (J. A.-19). | 
When appellants’ only response was to call attention © 
to the fact of common ownership (J.A.-20), the ex- — 
aminer referred to the 1946 decision of the Court of | 
Customs & Patent Appeals in In re Beck et al. 33 | 
C.C.P.A. 1060, 155 F.2d 398 holding that the fact 
of common ownership is immaterial, since patents | 
must be issued to the first inventor, and that the only | 
way that a prior patent can be overcome is by pro- | 
ceeding under Patent Office Rule 75 (now Rule 131). | 
When appellants decided that in their opinion an af- : 
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fidavit by the inventor under Rule 131 was unneces- 
sary under the facts of this case (J.A.- 26), and, in- 
stead, filed affidavits of Macy and Safford (J.A. - 27) ; 
and when the examiner held that the latter affidavits 
do not serve to remove Macy as a reference and spe- 
cifically stated that a “proper affidavit under Rule 
131 should be made by the inventor’ (J.A.-29)— 
issue was joined on the sole question of whether Rule 
131 must be complied with in order to eliminate the 
effect of a prior disclosure which, under Section 102 
(e) of Title 35 U.S.C., deprives a subsequent in- 
ventor of his claim to a patent. 

In this connection it is important to note that the 
procedure adopted by the Patent Office for permitting 
an applicant to overcome or antedate an unclaimed 
disclosure in a prior domestic patent, as embodied in 
old Rule 75, has been in effect for more than 75 
years, and that that practice received both this Court’s 
approval in In re Griebe 45 App. D.C. 524, and that 
of the Court of Customs and Patent Appeals in In 
re Smith 17 C.C.P.A. 752, 36 F.2d 522; In re Lip- 
pold 32 C.C.P.A. 1242, 150 F.2d 714; In re Beck 
et al 33 C.C.P.A. 1060, 155 F.2d 398; and In re Noxon 
41 C.C.P.A. 803, 210 F.2d 835. In the Beck et al 
case the latter Court approved the statement of the 
Patent Office Board of Appeals that the only proper 
way of overcoming a disclosure in a prior patent is 
by the procedure provided by Rule 75. The procedure 
required the affidavit of the inventor, but in those 
cases where such an affidavit was shown to be un- 
obtainable, the practice contemplated acceptance of 
affidavits of others—be they assignees, co-workers, 
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executors or administrators ete-—who were in a posi- | 
tion to be familiar with the facts of inventorship. 
This is brought out clearly in Ex parte Gasser 1880 
Commissioner’s Decisions 94, and Ex parte Foster | 
1903 Commissioner’s Decision 213. But, as held in | 
In re Beck et al, ante, common ownership did not | 
dispense with the necessity for compliance with the | 
provisions of Rule 75. In the light of this history | 
of the administrative construction of the patent laws — 
and practice as embodied in Rule 75, it is submitted | 
that the codification of the patent laws in 1952 with- | 
out modification of that interpretation or practice | 
is persuasive evidence that Congress placed its stamp | 
of approval on that practice and the judicial inter- | 
pretation thereof in the Commissioner’s decisions and | 
in the decision of the court in the Beck et al case, | 
ante. Brewster v. Gage 280 U.S. 327; Helvering v. | 
Winmill 305 U.S. 79. Therefore, present Rule 131, | 
promulgated after the passage of the Patent Act of | 
1952, the actual rule involved in this proceeding, must | 
likewise be deemed to be approved, since that rule | 
carries forward the procedure and practice of old Rule | 
75, with sub-section (a) thereof essentially the same | 
as old Rule 75, and sub-section (b) merely particu- | 
larizing on the character of the “showing of facts” | 
required by sub-section (a). | 

It is also of interest to note that before the Board | 
of Appeals appellants asserted only that notwithstand- | 
ing that the examiner relies upon the In re Beck | 
case, ante, as authority for the application of Rule | 
131, the record of this case, being different from > 
that of the Beck case, reliance upon Rule 131 is un- | 
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supportable (J.A.-31). Further, even after the 
Board of Appeals affirmed the examiner’s decision and 
commented upon the fact that neither Macy’s affidavit 
nor the affidavit of Safford was effective for the in- 
tended purpose, because they do not meet the re- 
quirement of Rule 131 (J.A. - 38), appellants insisted 
only that the authorities relied upon by the Board 
(which included In re Beck, ante) did not represent 
authority contrary to the procedure they chose to 
adopt, rather than submit an affidavit of the type re- 
quired by Rule 131 (J.A.- 41). 

Before the District Court, however, appellants con- 
tended that Rule 131 is not the sole and exclusive 
route to present evidence to antedate or remove a 
prior anticipating reference (J.A.-97), and urged, 
for the first time, that Rule 182 (App. Appendix - 5) 
provides an alternative way, and that appellants chose 
that way, because they could not comply with Rule 
131. (J.A.-98). Notwithstanding that the question 
of the applicability or non-applicability of Rule 132 to 
the facts of this case had not been raised before the 
Patent Office tribunals, the trial court found (1) 
that Rule 131 seems specially designed to cover sit- 
uations such as those at bar and to be reasonable 
for the proper determination of these matters; (2) 
that no effort was made in the Patent Office to comply 
with the rule and no attempt was made to make any 
showing as to why the affidavit of Pierce could not 
be furnished; (3) that after refusal to comply with 
Rule 131 in the Patent Office, it is too late to come 
into the District Court to try to show reason for non- 
compliance; and (4) that on the facts adduced at 
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trial no sufficient facts were shown for non-compli- | 
ance (J.A.- 182). ! 

It is submitted that these findings, and particular- | 
ly that which holds that Rule 131 is reasonable and | 
specially designed for fact situations of the type pre- 
sented by this case, merit this Court’s approval. 
This Court had approved in essence the practice and | 
procedure of old Rule 75 in In re Griebe 45 App. 
D.C. 524. However, the significance, meaning and | 
relation between Rules 131 and 132 is a new factor. | 
A mere reading of these rules (App. Appendix - 5) | 
suffices to show that Rule 131 is specific to the use 
of affidavits to prove prior invention to overcome a 
cited patent or publication of prior effective date 
under 35 U.S.C. 102(e), while Rule 132 covers affi- | 
davit proof on other subjects, specifically enumerated, | 
which are manifestly unrelated to the subject covered | 
by Rule 131. As stated by the trial court Rule 131 | 
was specially designed for a particular situation. | 
Rule 132 generically covers all other situations where | 
affidavits may be received. | 

Appellants argument as to why Rule 131 does not 
apply to the facts of this case is based upon the con- | 
tention that where there is a common assignee there | 
is no issue of priority but instead one of “originality” | 
or “derivation” (Br-19). However, that contention | 
ignores the fact that Macy and Pierce are different 
persons and, hence, different inventors. Macy filed 
his application with a conventional oath asserting 
inventorship in all novel subject matter described 
therein, for original claim 15 asserted inventorship 
in “all my patentable inventions disclosed in this ap- 
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plication and not otherwise specifically claimed.” 
(J.A.-91). Fig. 19 of Macy was not claimed by 
Macy; when Pierce filed in 1948 claiming the subject 
matter of Fig. 19 of Macy he became a rival inven- 
tor. When the Macy patent issued on June 10, 1952 
matter disclosed therein not specifically claimed was 
dedicated to the public on the date of issue. One 
year after the issue date the unclaimed subject mat- 
ter passed completely and conclusively into the public 
domain, unless he (Macy) had another application 
pending prior to the date of issue of the patent claim- 
ing that subject matter. The fact that another per- 
son in the assignee’s employ had an application pend- 
ing claiming that subject matter is of no legal signifi- 
cance, since that person must clearly establish his 
right thereto, in the manner provided by the regu- 
lations, i.e., by the affidavit required by Rule 181. 
The right of the public to the free use of that sub- 
ject matter makes it imperative that a subsequent 
inventor’s claim of right be scrutinized closely. For 
that reason Rule 131 requires proof of certain acts 
or facts. Therefore, in the instant case when Pierce 
claimed to be the inventor of subject matter disclosed 
in Macy it was incumbent upon Pierce to prove prior 
inventorship, for Macy had sworn that he was the 
inventor of that subject matter. It is interesting to 
note that Macy’s affidavit stating that he did not in- 
vent the matter disclosed in connection with Fig. 19 
of his drawings was dated August 26, 1954, long 
after that matter would normally pass into the public 
domain, and that this affidavit was in conflict with 
his original affidavit filed with the application. Fur- 
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thermore, it is interesting to note also that when | 
Macy filed his application for the reissue of his pat-_ 
ent on January 7, 1958, no attempt was made to | 
correct the patent to eliminate the description of | 
Fig. 19, which his affidavit filed in this case in 1954 | 
had stated that he did not invent, and the oath (J.A.- | 
93) accompanying the reissue application, also in | 
conventional form, asserted that he was the inventor | 
of the invention described and claimed therein. In_ 
fact the specification of the reissue was identical | 
with the original patent. | 

It is evident from the record that Macy represent- | 
ed himself to be the inventor of Fig. 19 in his origi- _ 
nal application and in his reissue application. That ! 
application having been filed almost two years prior | 
to the filing of Pierce’s application claiming that | 
subject matter as his invention, it was clear that | 
there were rival inventors. It would have been in | 
contravention of the statute to allow the claims to. 
Pierce, since the record shows that Macy knew about | 
that subject matter and represented himself as the | 
inventor thereof long before Pierce’s filing date. 
Macy dedicated or abandoned the subject matter to 
the public by failing to claim it. Macy’s assignee 
should not be permitted to recapture that subject 
matter, except by the well established procedures de- | 
signed to insure that patents issue to the first in- | 
ventor and that the public interest be fully protected. | 
In asserting prior inventorship by another of its | 
employees the assignees should be required to do so. 
by procedures which have stood the test of time and 
which have received both judicial and legislative ap- 
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proval. Appellants contention that the real issue is 
not which inventor was first, but which was the in- 
ventor—not priority, but “originality” or “deriva- 
tion” (Br-19) ignores the fundamental fact that 
Macy held himself out to the world as the first in- 
ventor. 

In concluding this brief it is believed necessary 
and desirable to comment upon and deny the numer- 
ous innuendos interspersed throughout appellants’ 
brief charging Patent Office tribunals with illegal 
conduct in this case and suggesting that appellee’s 
counsel mislead the court by inaccurate assertions at 
the trial (Br- 20-25). Any and all such charges are 
categorically denied, both individually and collective- 
ly, for reasons set forth below. 

Considering appellants’ statements respecting the 
public interest aspect of this case (Br-2), and the 
alleged reversal of practice and precedent by the 
decision of the Board of Appeals in this case (Br - 
20), it is necessary to point out that counsel for ap- 
pellants was personally and hence, emotionally in- 
volved, and has a direct and personal interest in 
vindicating his actions, which are responsible for the 
situation confronting the assignee. This is evident 
from the record which shows that AMP’s patent at- 
torney, Safford, was solely responsible for including 
in Macy’s original application the purported improve- 
ment of Pierce (J.A.-115), without any indication 
or suggestion that that particular subject matter was 
not part of Macy’s invention. In fact it might be 
said that by having Macy execute the original papers 
containing original claim 15 therein (J.A.-91), he 
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actually represented that Macy was the inventor of 
that subject matter (Fig. 19). Safford testified | 
(J.A.-115, 116) that he did this to comply with his | 
construction of the patent statutes. However, refer- 
ence to the full text of R.S. 4888 (p. 5, ante) shows | 
clearly that the requirement for a description of “the | 
best mode” applies only to machine inventions, and | 
that it requires the best mode in which the inventor, 
not someone else, has contemplated applying the 
principle of a machine invention. The clear intent | 
of the legislature was that the inventor was to make | 
a full and clear disclosure of his invention. Fur- | 
thermore, it was significant that Safford testified 
also that his usual practice was to indicate specifical- | 
ly at the time of filing an application, or at a later | 
date, whenever he included in one application matter 
invented by someone else (J.A.-120); but in this, 
case, that practice was not followed. Counsel’s mis- | 
take in inserting Pierce’s invention in Macy’s appli- | 
cation, and his mistake in not correcting that appli-_ 
cation to show that it was not Macy’s invention has 
created the dilemma in which the assignee finds itself | 
in this case, and has sparked the crusade counsel has | 
undertaken in this case to overcome the effect of his | 
own mistake. As pointed out by this Court in Hemp- | 
hill Co. v. Coe 74, App. D.C. 123, 121 F.2d 897 “the | 
saddest words of tongue or pen” cannot overcome | 
the effect of mistaken procedures or election of | 
remedies. Rule 79 (p. 6 ante) suggests proper pro- | 
cedure. | 

Insofar as appellants’ contend that the decision of ' 
the Board of Appeals in this case is legally void and | 
a reversal of prior practice and procedure (Br- 20), 
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it suffices to say that appellants have failed to pro- 
duce any adjudications to challenge the Board’s 
statement (J.A.-38) that the weight of authority 
is against the cases cited by appellants in the support 
of their position, or any decision overruling In re 
Beck, supra, or In re Strain 38 C.C.P.A. 933, 187 
F.2d 737, also referred to in their decision. Also in- 
sofar as appellants urge that the Patent Office oper- 
ated illegally and contrary to established practice in 
attempting to go into questions of priority between 
applications in common ownership (Br - 23), because 
of the decisions cited in a Memorandum to the Com- 
missioner of Patents (J.A.- 438-74), it is desired to 
emphasize that the matter of common ownership was 
fully explored by the Court of Customs and Patent 
Appeals in the Beck et al case, and that the court 
held there that “the mere fact that the two inventors, 
having a common assignee, cannot have an interfer- 
ence under the rules of the Patent Office does not 
change the situation. The rule of election as to 
which applicant will carry the claims in an inter- 
ference has nothing to do with the question.” In 
addition to the fact that appellants have cited no 
case which overrules that specific holding in the Beck 
et al case, it might be of interest to note that some 
of the cases relied upon in the Memorandum referred 
to above had fact situations which were the reverse 
of that presented by this case. As exemplary, but 
not exclusive, it is important to note that in Ex 
parte Cummings (J.A.-53) the Board of Appeals 
distinctly stated that “the claims before us are clear- 
ly not broad enough to read on this patent”; in the 
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Howard case (J.A.-55) the filing date of the appli- | 
cation under consideration antedated that of the | 
reference; and in the Willoughby case (J.A.-56) | 
the facts show clearly that the Willoughby applica- | 
tion was “the senior” application. Contrasting those | 
situations with that of the instant case, where the | 
patent is prior and where the claims sought in the | 
later filed case read fully on the patent disclosure, | 
it is evident that such decisions cannot override the | 
statute (35 U.S.C. 102e), which states that under | 
such circumstances no patent shall issue. | 

Insofar as appellants’ contend that numerous in- | 
accurate assertions were made by appellee’s counsel | 
at trial (Br - 25-30), the following is submitted in ! 
refutation thereof and to set the record straight. As | 
to item 1 of the brief (Br- 25), it should be evident 
that it would be in contravention of the duty cast | 
upon the Commissioner of Patents to perform all | 
duties required by law respecting the granting and 
issuing of patents (35 U.S.C. 6) to allow claims to | 
a subsequent applicant when he knows because of a | 
patent issued to another that the patentee knew | 
about the invention at an earlier date, as evidenced ! 
by an admittedly anticipatory description thereof in | 
such patent. As to item (2) (Br-26) it has long : 
been settled law that an inventor by omitting to claim | 
what he describes, disclaims or abandons to the pub- | 
lic the matter not claimed, unless it appears that the | 
described matter was the subject of an application | 
by him pending in the Patent on the date of issue | 
of the patent Elevator Supplies Co. v. Graham 44. 
F.2d 358, and therefore Macy did dedicate to the 
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public such unclaimed subject matter, even though 
he did not own the patent. As to item (3) (Br- 26), 
while it is true that old Rule 75 was in force when 
the application at bar was filed, it is nevertheless 
the fact that when the patent to Macy was first 
cited by the examiner in 1953, old rule 75 had been 
superseded by Rule 131, and that since both rules 
required an oath by the applicant setting forth “facts 
showing a completion of the invention before the 
filing of the application on which the domestic pat- 
ent issued’, it is legally correct to say that that re- 
quirement of the rules has been in effect for more 
than 75 years; as to item (4) (Br-27) it is believed 
to be clear that there is nothing misleading in ap- 
pellee’s counsel’s assertion that the requirement of 
the rule is simply that applicant make oath to cer- 
tain facts, for that is exactly what the rule expressly 
states, but it is misleading for appellants to assert 
here that “that is what the applicant did do and the 
Patent Office refused to accept” (Br-27), and that 
Pierce . . . supported this by proof... that he had 
disclosed the invention to Safford at a date before the 
filing date of the Macy application . . . and that the 
disclosure in the Macy application was his (Pierce’s) 
own disclosure ...”, (Br-27) when the record shows 
that no oath by Pierce was filed and no testimony of 
Pierce was adduced at the trial, and that these alle- 
gations are exclusively those of the attorney, Safford. 
Furthermore appellants’ statement that the inclusion 
in Rule 131 of sub-section (b) of the terms “reduc- 
tion to practice” and “diligency”, thus making it 
harder for the true inventor to establish his right 
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to a patent, defeats the legislative intent (Br-28), 
fails to take into account that the statute does not | 
expressly provide for the antedating of an anticipat- | 
ing disclosure in a prior patent and that the ad- | 
ministrative rule establishing such procedure is for | 
the purpose of carrying out the legislative directive | 
(35 U.S.C. 102e) to insure that the subsequent in- 
ventor is entitled to his patent, and that the public | 
is not burdened with unwarranted and unjustified | 
patent monopolies. As to item 5 (Br-28) it suf- | 
fices to say that Rule 131 does not set up a double | 
standard, as appellants contend, for since the dis- | 
closure in the Macy patent is admittedly a complete | 
anticipation of the claims at bar, the language of | 
Section 102(e) of Title 35 USC requires that the | 
later applicant be denied a patent. Counsel’s state- 
ment that Pierce could not qualify under Rule 131 
(Br -29) because he could not prove the “practical | 
suecess” of his invention by “rigorously testing an | 
actual model” (Br-28) deliberately ignores the sec- | 
ond portion of the rule which refers to “conception — 
of the invention prior to the effective date of the | 
reference coupled with diligence from said date to | 
a subsequent reduction to practice or to the filing 
of the application”. In view of these assertions of ! 
counsel, it would appear that some doubt is raised | 
as to whether the subject matter at issue was ever | 
conceived by Pierce. Certainly appellants’ reluctance | 
to produce Pierce’s affidavit or testimony is a sus-_ 
picious circumstance. 
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Conclusion 


It is respectfully submitted that the claims sought 
by appellants are unpatentable to them in view of 
Section 102(e) of Title 35 USC and Patent Office 
Rule 131; that the conclusion reached by the Dis- 
trict Court that Patent Office Rule 131 is reason- 
able and specially designed to give a prior inventor 
relief in a situation where a patent of prior effective 
date anticipates a later applicant, and that appellants 
failure to comply with the requirements of Patent 
Office Rule 181 or even attempt to comply in the 
Patent Office estops them from coming into the Dis- 
trict Court to try to show reason for non-compliance, 
is correct; and that the decision appealed from should 
be affirmed. 


Respectfully Submitted, 


CLARENCE W. MOORE, 
Solicitor, 
United States Patent Office, 
Attorney for Appellee 


J. SCHIMMEL 
of Counsel 
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This court has appellate jurisdiction of this case by authority of 
USC, Title 28, Sec. 1291 and 1294; June 25, 1948, c. 646, 66 Stat. 929, 
62 Stat. 930. 


STATEMENT OF THE CASE 


This case is more than the ordinary appeal to obtain a patent. It 
involves an important public interest now impaired by a reversal of an 
established practice. The reversed practice is contrary to the public 


policy established by a long line of decisions quoted and discussed in Ex- 
hibit 2, J.A. 49-62 including In re Dunbar, 51 App. DC 251; 278 Fed. 334; 
In re Mann et al., 18 CCPA (Patents) 1020, 8 USPQ 381; 47 F. (2) 370; 

In re Howard,19 CCPA (Patents) 759; 11 USPQ 280; 53 F. (2) 896; and 

In re Stanley, 41 CCPA (Patents) 956; 102 USPQ 234; 214 F. (2) 151. 


We have called this reversal of practice to the personal attention of 
the Commissioner of Patents (J.A. 43-4 and 63-71) urging him to ex- 
ercise his supervisory authority in the interest of proper and efficient 
administration of the Patent Office as well as to correct the violation of 
his duty to issue patents on application of the first inventor. The Com- 
missioner and his staff have given this consideration, mit concluded that 
they should await the Court's decision in the present case (see letter from 
Patent Office Apr. 7, 1958, Exhibit 2, J.A. 71-2). 


Unfortunately, the trial judge, who had just been appointed to the 
bench, was at a disadvantage of having had very little experience with 
patent matters (J.A. 95, Tr. 4; andJ.A. 128, Tr. 98) and, it is be- 
lieved, failed to grasp the important issue. Accordingly, it was not 
decided. Instead the trial judge seemed to have been lured into a short 
cut (J.A. 126, Tr. 90) and gave no indication of even having read Exhibit 2. 


The public interest aspect of this case is so predominant that even 
the plaintiff-appellant, AMP Incorporated, would consider that it had 
lost the case if its Pierce patent were allowed without deciding this issue - 
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i.e., its probable damage as a potential claimant of future patent rights, 





if this unjust and improper limitation on an applicant's proof of his rights 
is established, is more important to this plaintiff than the particular 
patent at stake in this proceeding. 


The business of AMP Incorporated, is essentially development of 
inventions which reduce costs and help improve the products of electrical 





manufacturers, who are its customers. Because this bus iness involves 
large expenditures for research and experimental and educational work, 

it is dependent on a justly and efficiently administered patent system. 
Without that, any imitator, who does not have the need to repay the costs 
of innovation and development and of introducing new things, and of teach- 
ing customers to use them, could copy its every invention and sell more 
or less exact imitations of its products at prices which would force it to 





treat all such costs of innovation as irretrievable losses, ‘and therefore 


would make such a business uneconomic. 


Mere competition, without the Patent Law, leads to mediocrity and 
Stagnation in an industry. The Patent Law establishes a sort of “lep- 
frog"' competition: Competitors who suddenly find themselves left behind 
by an important invention, if they are prevented by the Patent Law from 
merely copying it, are forced to do research and innovation. Improve- 
ments which result may put them ahead; so each in turn exerts his full 
effort to jump over his competitor and out in front, like a game of leap- 


frog. The ultimate beneficiary is the consumer public. 


It is, therefore, the public policy, expressly recognized by the 
Constitution and the statutes, as well as by numerous court decisions, to 
award patents for inventions; and the law is, therefore, to be liberally 
construed and not allowed to accumulate technicalities which make it a 





trap for unwary inventors, whose injustices would discourage other inven- 
tors. The change in Patent Office practice complained of here does set 
up just such a "trap". | 


The reversal of practice referred to above is two-fold: 








& 


(1) Whereas, the Patent Office, instructed by earlier decisions 
of this Court and the Court of Customs and Patent Appeals (see Memo- 
randum in Exhibit 2 (J.A. 49-62 and especially In re Mann,supra), had 


refused to decide priority between applications made by a common owner 
because it was moot - no adverse interest and no justiciable controversy - 
and because, as a practical matter, the choice of the true inventor by 

the common owner (who is in possession of all the facts and under the 
risk of getting an invalid patent if he makes the wrong choice) is more 
likely to be the correct choice than one made by busy Examiners in the 
Patent Office who can never be as well informed and do not face personal 
loss for the wrong decision, nevertheless, the Patent Office Board of Ap- 
peals has now reversed itself, gone contrary to the court decisions, and 
insists on exploring and deciding this moot question. 


(2) Secondly, although special procedures and special tribunals 
have been established to deal with issues of priority between inventors 
(USC, Title 35, Sec. 135; Patent Act of July 19, 1952, c. 950, Sec. 1, 
66 Stat. 801) and Patent Office Rules of Practice, Nos. 201(a) and (b), 
202, 203, 208-11, 215-6, 225, 251-8 and 261-3) the Patent Office con- 
sistently refuses to give a common owner the benefit of these, holding 
that the issue of priority is moot. The Patent Office will not concern 
itself with such “shadow boxing", but insists that the common assignee 
decide for itself who is the inventor of what. (In re Mann, 18 CCPA (Pat- 
ents) 1020, 8 USPQ 381, 47 F. (2) 370; and Rule 78(b) of the Patent Of- 
fice Rules of Practice. This practice is still followed. (See Sec. 
1101.01(b) of the Manual of Patent Examining Procedure, 1951 Revision, 
quoted in the Memorandum in Exhibit 2, J.A. 47-8). Thus, the change 
in practice here complained of denies to the common assignee and its 
inventors procedures of those rules and statutes by treating the issue of 
priority as moot, but nevertheless insists on deciding the issue of pri- 
ority against them, without benefit of these procedures, and even denies 
them the benefit of the ex parte procedure for proof, established by Pat- 
ent Office Rule 132. 





| 
| 
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| 
In the present case, there is no issue of priority, because both in- 
ventors and their common assignee have all taken the position on the 
record that Macy invented what he claimed in his patent, | and Pierce in- 
vented what he claims in this application. | 


The issue of priority would be held moot if it existed, but in fact 
is non-existent. Moreover, if an interference had been declared be- 
tween the Macy patent and this Pierce application, the affidavits of 
record would have been accepted as disposing of any apparent conflict. 
(Patent Office Rule 262, and Rivise and Ceasar, "Interference Law and 
Practice"; Vol. 2, §333, p. 1328). Nevertheless, the Patent Office 
has refused to give any effect to these facts, apparently because the deci- 
sion In re Beck, 33 C.C.P.A. (Patents) 1060, 155 F. (2) 398, had been 
misrepresented by the law note in 28 Jour. Patent Office Soc. 608, 610 , 
as overruling Ex parte Lindemann, 50 USPQ 155 and Ex parte Cummings, 
et al., 55 USPQ 428, two Board of Appeals decisions in the line follow- 
ing the decision, In re Dunbar (see Exhibit 2, J.A. 46, oF 52, 54, 61). 








” After giving in full the opinion of the Board of Appeals (pp. 607, 608), the 
Editor continues: 


"The above decision of the Board was affirmed by the Court of 
Customs and Patent Appeals, In re Beck et al., 69 U.S.P. 'Q. 520. 
In connection with the question of assignment, the Court stated: 

* * * | 





"We think the law applicable to this situation is some- 
what clarified by the reasoning in the decisions in | 
Chillas v. Weisberg, 1928 C.D. 24, 370 0.G. 3, and 
in In re Dunbar, 51 App. D.C. 251, 1922 C.D. 105, | 
278 F. 334. | 


* * * | ok 


'. . . the mere fact that there was copendency in the 
applications and that they finally found common owner- 
ship does not change the situation. . . .' (emphasis 
added ) ! 


* * 
The Editor continued: 


"It is interesting to note that two decisions of the Board of Appeals, 
which hold that a patent disclosing but not claiming subject matter 


claimed in a later filed copending application of common ownership, 
pending appli (Cont'd, .. g)P 
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It was this misleading law note in the Journal of the Patent Office 
Society which the Patent Office cited in rejecting the Appellants’ appli- 
cation. (JA 23, Examiner's rejection of March 23, 1954, page 12, in the 
Exhibit 1). 


The Patent Office Board of Appeals fell into the same error, and 
the trial court below was misled into the equally erroneous holding that 
Rule 132 of the Patent Office Rules of Practice was not available to ap- 
pellants, because they had made no satisfactory excuse for not following 
Rule 131, although, in fact, Rule 131 is not adapted to the present situ- 
ation at all and, by its terms, precludes the true inventor from estab- 
lishing his right if he has to follow its prescription. 


What actually happened in this case is that the appellant, AMP 
Incorporated, had two employees assigned successively to work on the 


problem of attaching electrical terminals to wires by labor-saving 
machines (JA 101, Tr. 33; JA 103, 112-5, Tr. 58-64). Mr. Macy first 


(Cont'd. from page 5) 


is not a reference against the latter application, were not cited in ap- 
pellants' brief. While not mentioned by the Court, the holdings in these 
decisions, from which quotations were given below, are apparently 
overruled. In Ex parte Linderman 50 U.S.P.Q. 155, it was stated: 


"The patent to Keefer, relied upon by the examiner in reject- 
ing the two claims on appeal, is commonly owned with the 
present application, with which it was copending. The 
assignees are therefore entitled to protection in this case 
on matter not protected in the granted patent should there be 
a patentable difference between the claims. 


"In rejecting the two claims on appeal, the examiner relies 

on the disclosure of Figs. 6 and 7. Fig. 6 shows a plurality 
of successive surfaces from one to others of which abrasive 
is successively passed, perhaps not, however in a single 
general direction as required by the claims on appeal. More- 
over, our attention has not been called to any claim of the 
patent by which the assignees have been granted protection 

of the species of Fig. 6. The use of successive surfaces has 
certain advantages with respect to balance which has been 
pointed out in the brief. 


"In our opinion, appellant is entitled to the two claims on appeal. 
"The examiner's action is therefore reversed. ' 
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made and developed the basic invention claimed in his patent, especially 
adapted for such attachment (JA 104-5, Tr. 40-1, JA 112, Tr. 58, 

JA 107, Tr. 44-5, JA 75-94). AMP Incorporated then assigned to Pierce 
the project of improving it and Pierce made the improvement invention 
in issue. (JA 114-5, Tr. 64; JA 119, Tr. 73). | 


AMP's patent lawyer, Safford, prepared an application for patent 
first on Macy's invention; and, while it was still in rough draft, he 
visited AMP's plant and talked with Pierce about his improvement in- 
vention. That evening, Safford went back to his hotel and inserted into 
the draft of Macy's application a brief description and sketch of the im- 
proved insulated connection, which of course embodied Macy's invention 





as well as Pierce's improvement invention. (JA 112-4), Safford testi- 
fied (JA 115-6) that he did this to comply with the requirement of the 
patent statute that an application for patent should give the best mode 





* 
(Cont'd. from page 6) 
"Again, in Ex parte Cummings et al., 55 U.S.P.Q. 428, a similar con- 
clusion was reached, the Board stating: | 


| 
‘The main reference cited against the appealed claims is the 
patent to Kaufman. This patent and the present application are 
assigned to the same party and were copending. In thé decision 
In re Dunbar, 1922, D.C. 105, 51 App. D.C. 251, the! status of 
copending applications owned by a common assignee has been 
discussed in detail. This decision states that by reason of the 
common ownership, the Office should not declare interferences 
between the same should there be common subject matter and 
that it is incumbent upon the assignee to elect the application 
which shall bear the generic claims. Apparently copending ap- 
plications covering common subject matter owned by ajcommon 
assignee have practically the same status as copending applica- 
tions of a single inventor. In cases like the present we are of 
the opinion that the teachings of the Kaufman patent cannot be 
used against the present application. Apparently the generic 
subject matter has been covered in the patent and the claims 
before us are clearly not broad enough to read on this patent. 
The Second Circuit Court of Appeals in the decision Traitel 
Marble Co. v. Hungerford, 22 F. 2d 259, has distinctly held 
that where two applications by the same party were copending 
and one issued before the other, the patent may not be used 
against the second application. We are of the opinion that this 
also applies to copending applications having a common assignee. 
It is noted that this doctrine has been followed in Deitel| v. Unique 
Specialty Corp., 16 U.S.P.Q. 395.'" | 
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contemplated by the applicant for applying the invention. (Note that it 

is "contemplated by” - not "invented by"). This requirement occurred 
in the Patent Act of July 7, 1870, c. 230, Sec. 26, 16 Stat. 201, and in 

RS 4888 until it was replaced in 1952 by USC Title 35 § 112, in which it 
still occurs. This sketch and description appear in the Macy patent as 
Figure 19 (JA'77) and its description (JA 89, Column 7, lines 42 et seq.). 


While the Macy application was pending in the Patent Office, the 
present application of Pierce was filed on behalf of the same assignee, 
AMP Incorporated, disclosing and showing Pierce's improvement in- 


vention. 


Prior to the rejection of this application the law had been well 
settled that such an election by a common assignee is binding on the 
Patent Office; and that the Patent Office, like all judicial and quasi- 
judicial tribunals, should not concern itself with moot questions. (Ex- 
hibit 2, JA 45-62). 


About the time of filing the Macy application, which has become 
the reference patent here, the Court of Customs and Patent Appeals 
decided in In re Beck, 144 F (2) 398, that the rule for common-assignee 
cases did not apply in the peculiar circumstances of that particular 
case. There, the common ownership came by wartime seizure of one 
as enemy alien property; and the assignee had not been in possession of 
both inventions during such times that it could reasonably be inferred 
that decision was made as to which was the true inventor of common 
subject matter. The applications there had been filed by strangers, and 
the assignment to the common owner had been after prosecution of the 
application was closed and the first patent was about to issue (J.A. 60-2). 


Not only was there no overruling of the line of cases cited above, 
but the Court in In re Beck cited that line of decisions as the law (155 
F (2) 400 and 401). 
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The present Pierce application was filed on August 31, iste and 
after nearly four years pendency before the same Examining Division 
of the Patent Office, the Macy patent was issued on Juné 10, 1952. It 
was not until January 16, 1953 (J.A. 19) that the Patent Office raised 
any question of possible conflict between the Pierce application and the 
specification of the Macy application and patent. The Macy patent was 





then cited as a prior publication against Pierce, as though it was a 
patent of a stranger; and, accordingly, appellant responded by showing 
the common ownership (J.A. 20). On March 23, 1954 appellants’ appli- 
cation was finally rejected, i.e., the prosecution of the application was 
formally closed (J.A. 22-4), and this was the first time that any sugges- 
tion had been made that the Patent Office would not follow its estab- 
lished practice (Exhibit 2, J.A. 45 et seq.) and might require more than 
the showing of common ownership. Even then the Examiner's holding 
was: 


"There is nothing in the record to indicate that. 
Macy was not the inventor of the subject matte 
of Figure 19 of his patent." (J.A. 23) | 
That, clearly, did not call for proof of priority, but for proof to 
rebut the prima facie assumption that Macy was a prior inventor. The 
Examiner did not call for a Rule 131 affidavit, but for proof of original- 


ity: and the applicant submitted the proof required, using the procedure 
established by Rule 132. | 


Only in the decision on the appeal, more than a year and a half 





later, was the first suggestion made that an explanation of our reason 
for choosing the procedure specified by Rule 132, rather than 131, would 





be of any interest to the Patent Office. Then it was only a casual asser- 
tion that "the record contains no affidavit under Rule 131. ++. . OF any 
explanation as to why the affidavit was not filed.” (J.A. 377) 


In fact, this was not strictly true. The Reply Brief dated January 7, 
1955 (J.A. 30-1) had pointed out that the requirement for a Rule 131 affi- 
davit was contrary to the statute and that the decision In te Beck relied 
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upon by the Examiner was not relevant to the facts of this case and, in 
any event, that the affidavits already filed conclusively rebutted the 
prima facie presumption relied upon by the Examiner and established 
that both the Macy and Pierce inventions and applications had been in 
common ownership from their inception. That should have sufficiently 
explained to the Examiner the reason for relying on Rule 132. 


By the affidavits (J.A. 27-8) (and later by testimony in this pro- 
ceeding, J.A.'101-2, 112-4, 119), Macy, the patentee of the reference 
thus relied on, swore he was not the inventor of the subject matter pe- 
culiar to Figure 19. (Note, however, that subject matter which is com- 
mon to Fig. 19 and other figures of his patent was Macy's invention); 
and Safford, the patent attorney for the common assignee, swore that he 
obtained the specific disclosure for Figure 19 from the appellant, Pierce, 
and put it into the Macy specification as the "best mode" of applying 
Macy's invention (i.e., the Pierce invention was believed to offer an im- 
provement on the Macy invention for certain purposes). The statute 
then in force, R.S. 4888, USC, (1946) Title 35, Sec. 33, May 23, 1930, 
c. 312, Sec. 2, 46 Stat. 376 required that the applicant explain the prin- 
ciple of his machine "and the best mode in which he has contemplated ap- 
plying the principle." (J.A. 115, Tr. 65-6; J.A. 119, Tr. 73). 


Although these affidavits were entered and considered, the Exam- 
iner arbitrarily refused to give effect to the very proof that he had called 
for in the March 1954 action quoted above, merely saying that they were 
not the affidavits authorized by Rule 131. 


Rule 131” requires proofs which were not obtainable in this case 


m* W(b) The showing of facts shall be such, in character and weight, as to 
establish reduction to practice prior to the effective date of the reference, 
or conception of the invention prior to the effective date of the reference 
coupled with due diligence from said date to a subsequent reduction to 
practice or to the filing of.the application. Original exhibits of draw- 
ings or records,or photocopies thereof, must accompany and form part 
of the affidavit or their absence satisfactorily explained."" (Emphasis 
added ) 
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(J.A. 123-4, especially Tr. 85-6); therefore, such affidavits could not 
be made in good conscience; so applicant had to proceed with his appeal 
and this action as his only remedy. i 


Although the peculiar affidavits of Rule 131 are directed to the is- 
Sue of priority, which is non-existent here, the Board of Appeals (J.A. 
38) asserted and the trial judge repeated (J.A. 129, Tr. 113) that the 
case contains no affidavit under Rule 131 or any explanation why it could 





not be obtained. These statements show that the Board of Appeals closed 
its eyes to the affidavits which were filed and the Trial Court refused to 

give effect to the affidavits or the testimony at the tr ial; but nevertheless, 
they are in the record. | 


The Board of Appeals affirmed the Exam iner, citing Alexander 
Milburn v. Davis-Bournonville Co., (270 U.S. 390), for its holding that 
the disclosure in the earlier patent "becomes prior knowledge as of its 
filing date" (J.A. 37). But Justice Holmes concluded that decision with: 





"The fundamental rule we repeat is that the patentee 
must be the first inventor" (p. 402) 


and he began his opinion b inting out that in the Milburn case 
4 p Y pointing —— 


"There was no evidence carrying Whifford's in- 
vention further back." (p. 399) | 


- + « Obviously one is not the first inventor if, 
as was the case here, somebody else has made a 
complete and adequate description of the thing 
claimed before the earliest moment to which the 
alleged inventor can carry his invention back, ' " 
(Emphasis added) | 





In the present case it is established by proof that the description of the 
invention claimed here was made by Pierce - not by somebody else; and 
the evidence shows that he, Pierce, had made the invention before the 


description was filed in the Macy application because it was he, Pierce, 


who told Safford about it. 
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The Patent Office Solicitor urged below (J.A. 96-7, Tr. 22-3), and 
the trial court accepted (J.A. 128, Tr. 111-3) that, if we had only shown 
some excuse for resorting to the procedure authorized by the Rule 132, 
these affidavits would probably have been accepted; but there is nothing 
in the Examiner's rejections or in the Rules of Practice of the Patent Of- 
fice, which would call for excuse or give any reason to believe that ex- 
cuse would have altered the disposition of this case. On the contrary, 
it is evident that the Patent Office did not want, and would not have been 
affected by, applicant's excuse, but rather that the Patent Office Solicitor 
sought to justify the arbitrary and unlawful action in withholding appel- 
lants' patent rights. 


It was on the urging of the Solicitor that the Court below held appel- 
lants proven excuse insufficient; specifically, the Court below held (J.A. 
122, Tr. 82-3; J.A. 132, Tr. 125) that it was not any excuse to show 
that neither the applicant Pierce nor his assignee-employer, AMP Incor- 


porated, had such exhibits as would be required by Rule 131(b), nor any 
sufficient recollection of test results or other details to establish "reduc- 
tion topractice” or "diligence" within the meaning of Rule 131; and thus, 
that a Rule 131 affidavit was impossible (J.A. 123-4, Tr. 83-6). And 
when, during the trial, the Solicitor was asked in open court what a suf- 
ficient excuse might be, he refused to state any (J.A. 129, Tr. 113). 
Moreover, in his final argument (J.A. 131-2) the Solicitor urged that the 
trial was too late to show excuse, although no intimation that excuse 
might be needed appeared in the case until decision by the Board of Ap- 
peals, The next step was this Civil Action, which is trial de novo. oa 


me 2K ie 


See "Federal Administrative Procedure Act. etc."' New York University 
School of Law Institute - Proceedings,Vol. 7, p. 261, where the then Commission- 
er of Patents, C. W. Ooms, said: 


t 
. * 


. with but unusual exceptions, every adjudication by the Patent 
Office is "subject to subsequent trial of the law and the facts de novo 
in” a court.' 


See also: International Standard El. Corp. v. Kingsland, Com'r.,83 App. D.C. 
355; 169 F. (2) 890; 78 USPQ 241. Minn. Mining & Mfg. Co. v. Carborundum Co., 
(3d CCA) 155 F. (2) 746, 748; Headnotes 1 & 3, 69 USPQ 288, 290, Headnote "1". 
G.E. Co. v. Hygrade Sylvania Corp. et al., 61 FS 476; 61 USPQ 263. Worel v. 
Ooms, Com'r., 72 FS 273, 75 USPQ 30, Headnote "2"'. 





13 


In a case such as this the testimony showing that insistence on Rule 
131 rather than Rule 132 would amount to denial of applicants statutory 
right was clearly admissible and the Trial Court erred in asserting that 
such testimony was too late, under the conditions of this case. 





STATUTES INVOLVED 


The statutes involved appear in Appendix A at the end of this Brief. 


STATEMENT OF POINTS ON APPEAL 


1. The trial court erred in failing to consider fully and rule favor- 
ably to the appellants herein on the following question of law: Is an inven- 





tor to be deprived of his statutory right to a patent on an improvement be- 
cause his disclosure of the invention as embodied in the basic invention 
improved upon is disclosed in an application for patent on the basic inven- 
tion prepared and filed by the common ass ignee of both, i.e. , was the re- 
quirement of the patent statute then in force, that an inventor should dis- 
close the best embodiment of his invention known to him, intended asa 
trap by which to destroy the rights of inventors who improved on earlier 
inventions and disclosed the improvements to the earlier inventors? 


2. The trial court erred in holding that when the first inventor has 
proven that the sole reference relied upon for withholding allowance of 
his patent is an authorized disclosure of his own invention not previously 
patented, not available as a printed publication more than a year before 
his application, 35 USC 101 does not require the Commissioner to grant 
his patent and he may be denied the patent if he cannot show that he 
reduced it to practice by rigorous testing before authorizing the disclosure 


now cited as a reference. 


| 
3. The trial court erred in failing to consider fully and rule favor- 
ably to the appellants herein on the following question of law: Can the 
| 
Same facts constitute "invention or discovery" within the meaning of 
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RS 4886-7 and 35 USC 100-102 for purposes of denying a patent to the 
first inventor but not for the purpose of supporting his right to patent, 
i.e., can the disclosure of an invention by the first and original inven- 
tor in an application of his co-worker for a different basic invention be 
held to be “the invention . . . described in a patent" under Section 
102(e) and yet not to be “the invention . . . by the applicant” under 
the same section? 


4. The trial court erred in holding that Rule 132 can be resorted 
to only after showing why an applicant has not followed a different course 
under Rule 131. 


5. The trial court erred in holding that when the Patent Office 
rejects an applicant, Pierce, on the ground that he has not shown that 
"There is nd hing in the record to indicate that Macy was not the inven- 
tor of the subject matter of Figure 19 of his patent," it is essential that 
he prove that he had reduced the invention to practice before disclosing 
it to the author of Macy's application for patent as a prerequisite to sup- 
plying the proof that "Macy was not the inventor of the subject matter of 
Figure 19 of his patent." 


6. The trial court erred in holding that the Patent Office may 
properly ignore proof submitted under its Rule 132, consisting of testi- 
mony of Macy that he was not the inventor of the subject matter but 
learned of it only from the attorney for both Pierce and himself, and the 
affidavit of the common attorney Safford that he obtained the disclosure 


from Pierce and included it in the Macy application as "the best embodi- 


ment known to him" as required by the then existing statute. 


7. The trial court erred in holding that the Patent Office can prop- 
erly require evidence of priority of invention such as is usual in an in- 
terference contest, when the issue is originality and under circumstances 
such that the Patent Office will refuse to set up an interference and hold 
the issue to be moot. 
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8. The trial court erred in failing to consider fully and rule favor- 
ably to the appellants herein on the following question of law: Is the 
change in practice, which the Patent Office has instituted following the 
decision in In re Beck, (33 CCPA Patents 1060, 69 USPQ 520, 155 F. 2d 
398) invalid, because contrary to established law and authoritative de- 
cisions and, therefore, beyond the rule-making power granted to the 
Commissioner by 35 USC 6, and especially where the requirements of 
the Administrative Procedure Act (5 USC 1001-1003) have not been 
complied with? ! 

9. The trial court erred in holding that the Court | Customs and 
Patent Appeals by its decision in In re Beck overruled the law that the 
decision of a common assignee as to which of its two assignors was the 
prior inventor of a particular invention is binding upon the Patent Office 
which, like all tribunals, may not waste its time on such moot questions, 
and that the court did not merely hold that in the Beck case no such deci- 
Sion had ever been made because the prosecution there had been closed 
before the applications of the several inventors came into common owner- 


ship. 


10. The trial court erred in adopting the Findings of Fact and Conclu- 
sions of Law which are presently of record herein and in failing to adopt 
the Findings of Fact and Conclusions of Law as presented by plaintiffs’ 
proposed Findings of Fact and Conclusions of Law, the latter said Find- 
ings and Conclusions being presented to the Court as consistent with the 
Court's Findings as they appear in the record herein. | 


SUMMARY OF ARGUMENT 


I. The contention, made by appellee at the trial that Rule 132 can- 
not be used in such a Situation is frivolous. Rule 132 affidavits as filed 


are the best evidence of the fact called for by the Patent Office action. 


Rule 131 is designed solely for evidence of priority between rival 
inventors, one of whom has dedicated or abandoned his invention. to the 
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public. Here, there are not rival inventors, but a common owner of two 
inventions. The question of priority is therefore moot - no such ques- 
tion really exists. Rule 131 has no proper application. 


After calling for proof that Macy was not the first inventor, the 
Patent Office could not properly or lawfully reject the affidavit of Macy 


that he did not invent it, or know of it until he learned of Pierce's inven- 


tion by its disclosure in his patent specification, and the affidavit of the 


patent lawyer who wrote the specification of the Macy patent that he ob- 
tained the disclosure in question, not from Macy, but from appellant, 
Pierce. 


Il. The reversal of practice against deciding moot or non- 
existant issues of priority being contrary to law, is beyond the rule- 
making power granted to the Commissioner. He can make rules to carry 


out, but not to change the law. 


To be consistent with the law, regulations must reasonably facilitate 
grant of patents on application of the first inventor. Procedures which 
obstruct such grant are inconsistent with the law. 


The law that patent applications of a common owner are to be 
treated like applications of a single inventor so far as claiming of com- 
mon subject matter is concerned is long established and may not be 
brushed aside by the Patent Office. 


The rule against deciding moot questions is fundamental in Anglo- 
American law. 


" .. . - it is not open to question that the judi- 
cial power vested by Article 3 of the Constitu- 
tion in this Court and the inferior courts of the 
United States established by Congress thereunder, 
extends only to 'cases' and ‘controversies’ in 
which the claims of litigants are brought before 
them for determination by such regular proceed- 
ings as are established for the protection and 
enforcement of rights, or the prevention, re- 
dress, or punishment of wrongs; and that their 
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jurisdiction is limited to cases and controversies 
presented in such form, with adverse litigants, 
that the judicial power is capable of acting upon 
them, and pronouncing and carrying into effect a 
judgment between the parties, and does not ex- 
tend to the determination of abstract questions 
or issues framed for the purpose of invoking the 
advice of the court without real parties or a real 
case." (Liberty Warehouse Co. v. Grannis, 273 
U.S. 70, 74, 47S. Ct. 282, 283) (7 additional 
Supreme Court cases cited ‘in this opinion) | 


It is illegal for the Patent Office to waste its appropriations on "shadow 


boxing" with moot questions. 


The principle of equal treatment under the laws is also fundamental. 





A regulation which treats the inventor's disclosure as evidence of com- 
pleted invention by another so long as it is used to defeat the inventor's 
claim, but as insufficient proof that he had made the invention when he 

Shows that it is in fact his own, should be rejected by this court as con- 





trary to principles of equity and to the legislative intent of the statute 
from which the Commissioner derives his authority. 


ARGUMENT 


RULE 132 IS PROPER PROCEDURE AND SHOULD | 
HAVE BEEN ENFORCED. | 


We submit that the insistence on a Rule 131 affidavit or excuse as 





prerequisite to proceeding under Rule 132 is, in effect, a trap for the 
inventor who is entitled to, and sincerely trying to qualify for, grant of 
his patent under the rules and statutes. All of the discussion concerning 
excuse for not proceeding under Rule 131, cited above, camouflages the 


issue of the case. No excuse should be necessary for supplying the evi- 
dence which the Examiner expressly called for and by the p rocedure 
expressly set forth in Rule 132 of the Rules of Practice. | 


The Solicitor contended (J.A. 130) that: 
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"Rule 131 is specific as to the instance where a 
party may be permitted to antedate disclosed sub- 
ject matter. Rule 132 has always been considered 
to cover situations in which a party is traversing 
a rejection on prior references...” 
If, by this, the Solicitor meant (as he evidently did) that Rule 131 is the 
only way to antedate a reference, it needs no more answer than the rule 
itself. If Rule 131 had been intended to exclude all other ways of ante- 
dating a prior disclosure, it would have said so; but it is clearly per- 
missive and not exclusive. It states the effect of such an affidavit, not 
the necessity of such an affidavit: 
"When any claim of an application is rejected... 
and the applicant shall make oath . . . then the 
patent or publication cited shall not bar the grant 
of a patent to the applicant... ." 
The underlining of "and" is added, as that word is significant. The 
Patent Office Solicitor implied that the "and" should be omitted in con- 
struing this rule. (J.A. 130, Tr. 117-18) 


The Patent Office Solicitor, in the second sentence of the above 
quotation from his argument to the trial court, concedes that Rule 132 
is proper for "traversing a rejection on prior references", That is 
exactly what appellants were doing - traversing the rejection on a prior 
reference, and in just the way the Examiner required: by showing that 


Macy was not the inventor of the relevant disclosure in his patent and 
that Pierce was its author. This appellant was doing by the best possible 
proof: Macy's own affidavit and testimony that he did not know of it until 
he learned of it from Mr. Safford (J.A. 102, Tr. 35-6) and Safford's 
testimony and affidavit that he learned of it from Pierce and put it in 

the Macy application (J.A. 112-5, Tr. 58-64). 


These affidavits not only corroborated the oath by appellant Pierce 
that he was the first, original and sole inventor of the invention claimed 
in the application here before us, and that it had never been known or 
used before his invention, etc. (J.A. 16-7), but it also disposed of the 
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Macy patent as evidence of prior knowledge by showing that it was de- 
rived from Pierce and was in fact a disclosure of Pierce's Own inven- 


tion. 


Rule 132 was the proper procedure for traversing this rejection 





on the prior reference. The Solicitor tried to imply that this was "sec- 
ondary evidence" (J.A. 96, Tr. 22) but the contention is obviously with- 
out merit. What could be more direct evidence that "Macy was not the 
inventor of the subject matter of Figure 19 of his patent” than his own 
testimony to that fact, and the testimony of the author of the specifica- 
tion and drawing that he had got the subject matter from Pierce, not 
Macy? | 


The difference between Rules 131 and 132 is not that one gives 
primary and the other secondary evidence, but that 131 is designed sole- 
ly for proof of an issue of priority between rival inventors, one of whom 





is claiming the invention and the other of whom has dedicated his inven- 
tion to the public or abandoned it, and 132 is designed generally for 
proof of any relevant facts for traversing a ground of rejection. 


Since, in the present case, there are no rival inventors, but one 
common assignee with two employee-inventors there is no issue of 
priority to be decided. As each of the inventions was claimed by its 
respective inventor on behalf of the common assignee since before the 
Macy patent was issued, there can be no abandonment or dedication. The 
real issue raised by the rejection is not which inventor was first, but 
which was the inventor - not priority, but "originality" or "derivation". 


Rule 131 is a normal way to prove priority, but is not intended, 
nor at all adapted, to prove originality or derivation. Rule 132 is the 





proper procedure and we respectfully request this Court So to hold. 
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PATENT OFFICE REVERSAL OF PRACTICE AND 
PRECEDENT IS LEGALLY VOD. 

We have referred above (pp. 2-4) to a reversal of practice con- 
trary to law. In a highly technical sense it may be said that the Patent 
Office has not changed its Rules of Practice - the words in the rule 
book remain the same, but the practice is changed and the Commis- 
sioner's instructions to his Examiners contained in the official Manual 
of Patent Examining Procedure, Section 305, 1st Edition Revised 2, 
Dec. 1951 (quoted J.A. 47) have been changed by adding a section 305.01 
to require the altered practice here complained of. Section 706.03(K) 
(quoted J.A. 47) has also been changed to require this same adjudication 
of the moot question of priority between applications of a common 
assignee. 


Are these changes valid? Can the applicants effectively claim 
their rights under the law as it existed when their application was filed? 


STATUTORY BASIS OF PATENT OFFICE'S RULE- 
MAKING POWER 


To do justice to this issue, we must go back to the fundamental 


The purpose of the Patent Law, and of the Patent Office which 
it establishes, is, of course, to grant patents to inventors and 
their assignees. (Constitution, Art. I, Sec. 8; Patent Act of 
1836, 5 Stat. 117, Section 1; and Patent Act of 1952, c950, 

66 Stat. 792, USC, Title 35, Sec. 6). If it were not, Congress 
would merely .abolish the Patent Office and repeal the Patent 
Law. No office, or administrative procedure, is necessary to 
prevent the grant of patents. 


The rule-making power of the Patent Office is given by 


35 USC 6 which expressly limits it to regulations "not incon- 


sistent with law". The change in practice here under review 
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is inconsistent both with the fundamental principle of law 
against deciding moot cases and, specifically, with the 
Patent Act - its legislative intent, as well as its express 
provisions - and established court decisions. | 


When the Patent Office puts unnecessary obstacles in the path of 
an applicant seeking a patent, it is not protecting, but hurting, the pub- 
lic - defeating the incentive to the "progress of science and useful arts", 
which the Constitution states as the purpose of our Patent Law. The 
Office has a duty to see that the patent for an invention i S gran anted to the 
applicant who has created the property and earned the right to protect 
it. To protect his right, the Office should beware of imposters and 
frauds and those who have slept too long on their rights; but where, as 
here, the same party (AMP Incorporated) is the assignee of two inven- 
tors (Pierce and Macy), no real harm would be done even if the patent 
granted to the assignee were inadvertently to bear the name of one 
assignor instead of the other. (Actually, the true inventors are properly 
named in this case.) Refusal to grant the patent, on the other hand, 
would do great and irrevocable harm, since it would destroy forever a 
valuable right and defeat the incentive which is the legislative purpose 
of the Patent Act. 

"The power of an administrative officer or board 
to administer a federal statute and to prescribe 
rules and regulations to that end is not the power 
to make laws - for no such power can be dele- 
gated by Congress - but the power to adopt regu- 
lations to carry into effect the will of Congress. 
as expressed by the statute. A regulation which 
does not do this, but operates to create a rule 
out of harmony with the statute, is a mere | 
nullity.'' (Commissioner v. Clark, 202 F (2) 94, 
98.) ! 

Essentially, the Patent Law, and the Patent Office, exist because 
it is the experience of nations that public interest is best served by 
encouraging citizens, acting in their own interest, to acquire and 

| 
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develop inventions as private property. Although the law guarantees to 
the inventor and his assigns only the profit they can derive from the 
invention, and that only for a period of seventeen years, that is enough 
to induce individuals and companies to risk large expenditures for 
research and development and the education of users, which otherwise 
could only be done - and much less efficiently - at public expense. 


The public policy is expressed succinctly in the Constitution, 
Article I, Section 8: 
"To promote the progress of science and useful 
arts, by securing for limited times to authors 
and inventors the exclusive right to their respec- 
tive writings and discoveries." 
The legislative intent of the Patent Act (Title 35 USC) is evident 
in Sections 101 and 102: 


"Whoever invents or discovers any new and useful 
process, machine, manufacture, or composition 


of matter, or any new and useful improvement 
thereof, may obtain a patent therefor, subject to 


the conditions and requirements of this title." 
(Emphasis added) 

"A person shall be entitled to a patent unless..." This is posi- 
tive and clearly expressed legislative intent. The Act emphasizes that 
“whoever invents" is "entitled to a patent unless" one of the exceptions 
stated in Section 102 is present. These exceptions clearly are designed 


to insure the right of the first and true inventor, as against a later in- 
ventor and any interloper who did not make the invention at all. 


Any procedure which, as required by 35 USC 6 is "consistent" 


with this law, must be designed to recognize the first and true inventor 
and to assure him his patent as required by Section 101. Any procedure 
which impairs the recognition of the first and true inventor, or which 
unreasonably refuses him the patent assured him by Section 101, would 
be inconsistent with the law and, therefore, beyond the procedural 
powers granted to the Patent Office. 
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The change in procedure which is here in question is thus incon- 
sistent with the law and is, therefore, invalid. 


There is no room for reasonable doubt on the record in this case 
(and the Patent Office conceded in argument below (J.A. 131, Tr. 118-9) ) 
that Pierce is the first and true inventor of the improvement invention 
of the claims here in issue, or that Macy derived his knowledge of the 
invention from Pierce (and thus that none of the exceptions "a" to "g" 
of Section 102 apply). The only question is whether the Patent Office 
Examiner was acting contrary to law by refusing to give effect to the 
proof that Pierce was the first inventor of the improvement invention 
disclosed but not claimed in Macy's patent and which is the basis of the 


rejection of Pierce's claim. 


THE LONG-ESTABLISHED LAW OF THE COURT ! 
DECISIONS, NOW DISCARDED BY PATENT OFFICE 


Appellant felt outraged by the Examiner's refusal to give effect to 


the very proof he had called for, and especially by his refusal to follow 
the court decisions. Therefore, a careful study was made of the cases 
which he had cited and of all relevant cases in the courts, to see how 
the Patent Office could have arrived at a result so in conflict with its 
duty. Having concluded this, it appeared to appellant that it was a 
matter for supervisory action by the Commissioner, and 's0 a memo- 
randum of the cases was prepared (Exhibit 2, J.A. 43-71) and submitted 
directly to the Commissioner, meanwhile filing this equity action, 
hoping that it could be settled by agreement out of court. | 


The said Memorandum for the Commissioner of Patents and the 
correspondence with the Commissioner and his staff are in the record 
here as plaintiff's Exhibit 2 (J.A. 43-74). In this memorandum is given 
a full history of the decision law on the point, with quotation of relevant 
parts of the decisions denying the Patent Office the right to go into 
questions of priority between applications in common ownership. 
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After deliberation, the Commissioner and the Patent Office Com- 
mittee to which he had referred this matter, agreed that it is an im- 
portant point, but concluded that they should allow the Court to decide 
the question as one of law. (J.A. 72-4, Exhibit 2, and 117, Tr. 69-70) 


The case comes here, therefore, essentially for the study and 
advice by this Court to the Commissioner, as much as for the correction 
of injustice done to the plaintiffs. 


This illegal reversal of practice was brought about by a mis- 
understanding of the In re Beck decision cited above. In fact, the 
present case is wholly different from the Beck case. Here both inven- 


tions were made by employees of the common assignee and immediate- 
ly came into common ownership, and both applications were prepared 
and filed by the same patent lawyer for the common assignee; and it is 
established in the record here that the patent lawyer talked with both 


inventors and reached a decision on the facts and the law. Moreover, 


in this case Macy, who the Patent Office insists was the prior inventor, 
has made affidavit, filed in the Patent Office during pendency of the 
application before the Examiner, and has testified in open court in this 
proceeding, that he did not make the invention but learned of it first 


when the patent lawyer, Safford, put into his application a description 
and sketch of Pierce’s improvement invention at issue here. 


The present case is controlled by the line of cases set forth in 
Exhibit 2 and cited above. There is nothing in the facts here to justify 
departing from the established law and subjecting the applicant to the 
injustice which has occurred here. 


PRESENT CASE DIRECTED TO EQUITY JURISDICTION 
OF THE COURT. 

It was to get back to common sense and fundamental law that we 
chose the procedure of 35 USC 145 in this civil action and elected to 
present the affiants for questioning and observation by the Court, rather 
than merely to appeal to the CCPA. 
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Section 145 of Title 35 USC and its antecedents arose in the equity 
jurisdiction of the D.C. courts; and, although equity and law are no 
longer separate, this is still in the nature of an equity action, Its legis- 
lative purpose is precisely to protect against the excessive technical- 
ities which tend to defeat justice in administrative tribunals when they 
get so close to their special problems and pressures as to lose the 
perspective which a court of general jurisdiction acquires daily from 
the very variety of the human problems with which it deals. 

INACCURATE ASSERTIONS BY THE SOLICITOR AT TRIAL 

A number of inaccurate statements were made before the trial 
court by the Patent Office Solicitor which it is believed were accepted 
and given weight by the trial court in reaching his decision. In so 
doing, it is the appellant's belief that error was committed. Moreover, 
it is believed that the trial court erred in failing to accept plaintiff's 
offer to brief the case after study of the Solicitor's brief, (J. A. 128, 

Tr. 98-9) and in failing to accept the Solicitor's offer to present his 
belief regarding the practice in the Patent Office (J.A. 126, Tr. 89-90) 
particularly in view of the reliance which the court evidently placed on 
the Solicitor's brief (J.A.122, Tr. 82; J.A. 127, Tr. 91; J.A. 128-9) 
which appellant's counsel had no opportunity to study and answer 

(J.A. 128, Tr. 98-9). : 





Let us correct some of the errors in the Solicitor’ s eoceseones 
tions to the Trial Court: | 


| 
| 
1. The Basic Duty of the Patent Office is to Grant | | 

Valid Patents. 


The most fundamental error of the Patent Office is asserted by 
the Solicitor at the beginning of his final argument to the Trial Court 
(J.A. 130, Tr. 116) where he says: 


"The basic problem is our statutory duty of 
rejecting . 
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As pointed out above, the Patent Office - even the very Patent 


Act - would not exist at all if the basic duty were to reject applicants 
for patents. The trouble is that the Patent Office, in this case, has 
forgotten its basic duty to grant patents to the first and true inventors, 


and assumes it has performed its duty when it has rejected an applicant 
and confined him to a legal strait-jacket which makes it impossible to 
prove his case. 


2. Macy Did Not and Could Not Dedicate to the Public 

any Part of Pierce's Invention. 

The Solicitor several times during the trial implied that the is- 
suance of the Macy patent dedicated to the public everything which was 
not claimed therein (J.A. 96, Tr. 18; J.A. 97, Tr. 23). He stated the 
law on this as though Macy had made and owned both inventions and the 
present application was a later attempt to claim something he had 
neglected to claim in his first patent. The Solicitor failed to point out 
that, since both Macy's invention and application had been assigned to 
AMP Incorporated, Macy could not dedicate or abandon any part of it; 
and since the improvement claimed here was not Macy's invention he 
could not have claimed it in his patent. Moreover, since AMP was 
claiming it in an application of Pierce, the true inventor, when the 
Macy patent was issued, no dedication or abandonment could be im- 
puted to AMP. 


3. Rule 131 as it concerns This Case Was Promulgated 
in 1949. 
The Solicitor strongly implied in his argument to the Trial Court 
(J.A, 130, Tr. 117-8; J.A. 96, Tr. 17) that Rule 131 has been in effect 
for seventy-five years without anyone ever proving or trying to prove 
by Rule 132 affidavits that a reference was in fact his own and not that 
of a prior inventor. 


The contrary fact was pointed out in Safford's testimony (J.A. 116, 
Tr. 66) and also by the Solicitor at the beginning of the trial (J.A. 96, 
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Tr. 17). The old Rule 75 which was replaced by Rule 131 did not have 
the requirements which now make it impossible for the appellant to use 
the Rule 131. This old Rule 75 was still in force when this application 
was filed. 


Throughout our experience it has been proper and acceptable to 
the Patent Office to dispose of a reference by simple affidavits, of the 
character used here, which prove that the published disclosure is 
actually derived from the rejected applicant. The denial of that right 
is a novel departure from Patent Office practice. 


4. Rule 131 is Not a Simple Matter and Not Appropriate 


to Proof Required in This Case. 


The Solicitor asserted in his opening statement to the Court below 
that "all that the applicant has to do under the rule (131) is to make 
oath to facts showing a completion of the invention in this country be- 





fore the filing date of the application on which the domestic patent 
issued" (J.A. 96, Tr. 177). | 


This was misleading. It sounds very simple, but that is what the 
applicant did do and the Patent Office refused to accept. Pierce made 
oath (J.A. 167) that he was the first and sole inventor and that the in- 


vention was not known to others before his invention, and ‘he supported 
this by proof (J.A. 27-8; 102, Tr. 35- 6; J.A. 108, Tr. 48; 3A. 109, 
Tr. 49; J.A. 112, Tr. 54) that he had disclosed the invention to Safford 
at a date before the filing date of the Macy application, and that the dis- 
closure in the Macy application was his (Pierce's) own disclosure 
which he had given to Safford as attorney for the common |assignee and 
Safford had put into the Macy application as the "best mode" required 
by the statute. (cf. p. 7, supra) 

The Solicitor did not say that the rule he described was the old 
Rule 75, in force during the 1920's and 1930's, and that the present 
Rule 131 which replaced it March 1, 1949, by using the technical terms 
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"reduction to practice" and "diligency™ from interference practice, 
requires proof of tests and their results sufficient to establish practical 
success prior to the effective date of the reference, or prior conception 
of the invention coupled with "due diligence” in the technical meaning of 
interference practice, from said date to a subsequent "reduction to 
practice” or to the filing of the application. 


Rule 131 also requires: 


"Original exhibits of drawings or records, or photo- 

copies thereof, must accompany and form a part of 

the affidavit or their absence satisfactorily ex- 

plained.” 
(Note that, although the absence of exhibits may be explained, there is 
no exception to the showing required in the first sentence, and no sup- 
port for the assumption of the Solicitor and the Trial Court that the 
Rule 131 affidavit could be omitted if excuse were shown.) 


The Solicitor did not explain to the trial court that this change in 
the Rule 131, like the change now complained of, had been a step in the 
direction of making it harder for the true inventor to establish his right 
to the patent, so that together they defeat the legislative intent of the 
statute. 


5. The Principle of Equal Treatment under the Law 

is Fundamental to Equity. 

The Solicitor did not point out that, although the statute, both then 
and now, uses the same words "invention or discovery" to describe both 
the applicant's act which entitles him to a patent and the prior act of 
another which would preclude applicant from getting a patent, the Patent 
Office, by its application of Rule 131, is now attempting to set up a 
double standard by which it holds that the applicant has not made his 
invention until he has demonstrated the practical success of his inven- 
tion by rigorously testing an actual model or has filed a patent applica- 


tion; whereas, any description and, indeed, often mere vague suggestions 
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by others, for purposes of defeating the inventor, are considered "in- 
vention or discovery", the same wording in the same simul. 


The Solicitor did not explain that, in the present case, this has 
the absurd result of holding that the same act by Pierce was, on the 
one hand, a completed "invention" of Macy for purposes of rejecting 
the claim of Pierce on his own disclosure of it in the Macy application, 
but on the other hand, was not a completed "invention" for the purpose 
of supporting Pierce's claim to a patent by affidavit. Pierce would not 
qualify under Rule 131, because he could not now prove the testing and 
test results, necessary to meet the Patent Office requirements of 
"reduction to practice” nor the records and corroborating witnesses 
necessary to prove in detail the continuous activity which the Patent 


Office calls "diligence." But as soon as his disclosure was wrongly 


attributed to Macy, it was miraculously relieved of the necessity of any 
such extraneous proofs and held to be a completed invention. 


The Solicitor did not disclose to the Court that this absurdity had 
previously been avoided by refusing to decide priority in such cases 
(See Rule 78b of Patent Office Rules of Practice quoted at J.A. 47). 
This is because priority is held to be moot on authority of In re Dunbar 
and other cases cited in our memorandum, Exhibit 2. The Solicitor 





did not say that the Patent Office has now got itself into the present 
position, which exposes this absurdity, by over- reaching in its desire 

to adjudicate, ex parte, the essentially inter partes questions of priority, 
even when there is no actual controversy. ! 


Although plaintiff attempted to clarify and correct the numerous 


and complex matters which were introduced to the trial court by the 
Patent Office Solicitor, as indicated above, it is clear that plaintiff's 
comments were not accepted; rather, it appears that the trial court 
looked upon the Patent Office Solicitor as the authority on Patent Office 
practice whose comments should be accepted -- so much So that the 
trial court rejected plaintiff's offer to brief the case. The Trial Judge 
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in this case was quite new to the bench, i.e., a matter of a few weeks, 
admittedly unfamiliar with patent matters. Thus, it may be that a more 
experienced trial court would not have fallen into the errors which have 
been indicated above, and especially, it is not believed that he would 
have refused plaintiff's offer to present a brief for his consideration in 
conjunction with the trial brief submitted by the Patent Office Solicitor. 


CONCLUSION 


It is believed that the record in this appeal makes it clearly ap- 
parent that Macy derived the portion of the disclosure in his patent on 
which Pierce's claims stand rejected from Pierce himself. Thus, the 


question in issue here is certainly not one of priority of invention; rather, 


the question in issue is originality of invention and nothing more. Since 
Macy derived from Pierce, the trial court should have decided the ques- 
tion of originality favorably to Pierce rather than unfavorably on the 
basis of inapplicable Patent Office Rule 131. 


The judgment of the District Court should be reversed and the relief 
prayed for should be granted. 


Respectfully submitted, 


ROGER L. HANSEL 


Munsey Building 
Washington, D. C. 


Attorney for Appellants 


Of Counsel: 
Marshall M. Holcombe 
William Hintze 
Truman S. Safford 
CURTIS, MORRIS & SAFFORD 





APPENDIX 
RELEVANT PARTS OF STATUTES 


Constitution, Art. I, Sec. 8. "The Congress shall have power. a 
To promote the progress of science and useful arts, by securing 
for limited times to authors and inventors the exclusive right to 
their respective writings and discoveries.” 


PATENT ACT OF 1836. | 
"An Act to promote the progress of the useful arts, and to repeal 





all acts and parts of acts heretofore made for that purpose. 


"$1. Be it enacted by the Senate and House of Rep resentatives 
of the United States of America in Congress assembled, That there 


shall be established and attached to the Department of State an 
office to be denominated the Patent Office; the chief officer of 
which shall be called the Commissioner of Patents, . . . whose 
duty it shall be to superintend, execute, and perform all such acts 
and things touching and respecting the granting and issuing of 
patents for new and useful discoveries, inventions, and improve- 
ments, as are herein provided for or shall hereafter be, by law, 


directed to be done and performed, ...™ ! 
| 


U.S.C. (1946), Title 35, sec. 33 (as amended May 23, 1930) 

Sec. 4888. R.S. "Before any inventor or discoveror shall 
receive a patent for his invention or discovery, he shall make 
application therefor in writing, to the Commissioner of Patents, 
and, .. . he shall explain the principle thereof, and the best mode 
in which he has contemplated applying that principle, = 5 ae 


U.S.C., Title 28, sec. 1291. "The courts of appeals shall have juris- 
diction of appeals from all final decisions of the district courts 
of the United States..." 


| 
| PY 
| 
| 
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U.S.C., Title 28, sec. 1294. ‘Appeals from reviewable decisions of the 
district and territorial courts shall be taken to the courts of ap- 
peals as follows: 
(1) From a district court of the United States to the court of 
appeals for the circuit embracing the district; ..." 


U.S.C., Title 35, sec. 6. "The Commissioner ... may, subject to the 
approval of the Secretary of Commerce, establish regulations, not 
inconsistent with law, for the conduct of proceedings in the Patent 
Office.” 


U.S.C., Title 35, sec. 101. "Whoever invents or discovers any new and 
useful process, machine, manufacture, or composition of matter, 
or any new and useful improvement thereof, may obtain a patent 


therefor, subject to the conditions and requirements of this title.” 


U.S.C., Title 35, sec. 102. “A person shall be entitled to a patent 
unless -- 


*(a) the invention was known or used by others in this country, 


or patented or described in a printed publication in this or a 


foreign country, before the invention thereof by the applicant for 
patent, or 

"(b) the invention was patented or described in a printed publi- 
cation in this or a foreign country or in public use or on sale in 
this country, more than one year prior to the date of the applica- 
tion for patent in the United States, or 

"(c) he has abandoned the invention, or 

"(d) the invention was first patented or caused to be patented 
by the applicant or his legal representatives or assigns in a foreign 
country prior to the date of the application for patent in this country 
on an application filed more than twelve months before the filing of 
the application in the United States, or 

"(e) the invention was described in a patent granted on an 
application for patent by another filed in the United States before 
the invention thereof by the applicant for patent, or 
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"(f) he did not himself invent the subject matter Saonghe to be 
patented, or | 

"(g) before the applicant's invention thereof 2 invention was 
made in this country by another who had not abandoned, suppressed, 
or concealed it. In determining priority of invention there shall be 
considered not only the respective dates of conception and reduc- 
tion to practice of the invention, but also the reasonable diligence 
of one who was first to conceive and last to reduce to practice, 
from a time prior to conception by the other." 


U.S.C., Title 35, sec. 112. "The specification shall contain a written 


* 


description of the invention, and of the manner and process of 

making and using it, in such full, clear, concise, and exact terms 
as to enable any person skilled in the art to which it pertains, or 
with which it is most nearly connected, to make and use the same, 
and shall set forth the best mode contemplated by the inventor of 


carrying out his invention." | 


= | 


U.S.C., Title 35, sec. 135. "Interferences. 


“Whenever an application is made for a patent which, in the 


opinion of the Commissioner, would interfere with any pending 
application, or with any unexpired patent, he shall give notice 
thereof to the applicants, or applicant and patentee, as the case 
may be. The question of priority of invention shall be determined 
by a board of patent interferences (consisting of three examiners 
of interferences) whose decision, if adverse to the claim of an 
applicant, shall constitute the final refusal by the Patent Office 
of the claims involved, and the Commissioner may issue a patent 
to the applicant who is adjudged a prior inventor . . . as 

| 


U.S.C., Title 35, sec. 145. "Civil action to obtain patent. 


“An applicant dissatisfied with the decision of the Board of 
Appeals may, unless appeal has been taken to the United States 
Court of Customs and Patent Appeals, have remedy by civil action 
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against the Commissioner in the United States District Court for 
the District of Columbia if commenced within such time after such 
decision, not less than sixty days, as the Commissioner appoints. 
The court may adjudge that such applicant is entitled to receive a 
patent for his invention, as specified in any of his claims involved 
in the decision of the Board of Appeals, as the facts in the case 
may appear and such adjudication shall authorize the Commission- 
er to issue such patent on compliance with the requirements of 
law. All the expenses of the proceedings shall be paid by the 
applicant.” 


RELEVANT PARTS OF RULES OF PRACTICE 
OF THE UNITED STATES PATENT OFFICE 
Old rule 75 before March 1, 1949: 
“When an original or reissue application is rejected on reference 
to an expired or unexpired domestic patent which substantially 
shows or describes but does not claim the rejected invention, or 
on reference to a foreign patent or to a printed publication, and 
the applicant shall make oath to facts showing a completion of the 
invention in this country before the filing of the application on 
which the domestic patent issued, or before the date of the foreign 
patent, or before the date of the printed publication, and shall also 
make oath that he does not know and does not believe that the in- 
vention has been in public use or on sale in this country, or patent- 
ed or described in a printed publication in this or any foreign 
country for more than one year prior to his application, and that 


he has never abandoned the invention, then the patent or publica- 


tion cited shall not bar the grant of a patent to the applicant, un- 
less the date of such patent or printed publication be more than 
one year prior to the date on which application was filed in this 
country." 


Present rule - "78. Cross-references to other applications." 


* * * 





A-5 


"(b) Where two or more applications filed by the same appli- 


cant, or owned by the same party, contain conflicting claims, 
elimination of such claims from all but one application may be 
required in the absence of good and sufficient reason for their 
retention in more than one application.* 


Promulgated March 1, 1949. ! 

"131. Affidavit of prior invention to overcome cited patent or 
publication. (a) When any claim of an application is rejected on 
reference to a domestic patent which substantially shows or de- 
scribes but does not claim the rejected invention, or on reference 
to a foreign patent or to a printed publication, and the applicant 
shall make oath to facts showing a completion of the invention in 
this country before the filing date of the application on which the 
domestic patent issued, or before the date of the foreign patent, or 
before the date of the printed publication, then the patent or pub- 
lication cited shall not bar the grant of a patent to the applicant, 
unless the date of such patent or printed publication be more than 
one year prior to the date on which the sEpieations was filed in 
this country. 

"(b) The showing of facts shall be such, in character and 
weight, as to establish reduction to practice prior to the effective 
date of the reference, or conception of the invention prior to the 
effective date of the reference coupled with due diligence from said 
date to a subsequent reduction to practice or to the filing of the 
application. Original exhibits of drawings or records, or photo- 
copies thereof, must accompany and form part of the affidavit or 
their absence satisfactorily explained. | 

"132. Affidavits traversing grounds of rejection. 

When any claim of an application is rejected on reference toa 
domestic patent which substantially shows or describes but does 
not claim the invention, or on reference to a foreign patent, or to 
a printed publication, or to facts within the personal knowledge of 
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any employee of the Office, or when rejected upon a mode or 
capability of operation attributed to a reference, or because the 
alleged invention is held to be inoperative or lacking in utility, or 
frivolous or injurious to public health or morals, affidavits trav- 


ersing these references or objections may be received.” 


"INTERFERENCES: DEFINITION, PREPARATION, 
DECLARATION 


"201. Definition, when declared. (a) An interference is a 
proceeding instituted for the purpose of determining the question 
of priority of invention between two or more parties claiming sub- 
stantially the same patentable invention and may be instituted as 
soon as it'is determined that common patentable subject matter is 
claimed in a plurality of applications or in an application and a 
patent. 

"(b) An interference will be declared between pending applica- 
tions for patent or for reissue of different parties when such appli- 
cations contain claims for substantially the same invention which 
are allowable in the application of each party, and interferences 
will also be declared between pending applications for patent, or 
for reissue, and unexpired original or reissued patents, of different 
parties, when such applications and patents contain claims for sub- 
stantially the same invention which are allowable in all of the appli- 
cations involved, in accordance with the provisions of these rules. 

"(c) Interferences will not be declared, nor continued, between 
applications or applications and patents owned by the same party 
unless good cause is shown therefor. The parties shall make known 
any and all right, title, and interest affecting the ownership of any 
application or patent involved or essential to the proceedings, not 
recorded in the Patent Office, when an interference is declared, 
and of changes in such right, title, or interest, made after the 
declaration of the interference and before the expiration of the 
time prescribed for seeking review of the decision in the inter- 
ference." 
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"202. In order to ascertain whether any question of priority 
arises between applications which appear to interfere and are 
otherwise ready to be prepared for interference, any junior appli- 
cant may be called upon to state in writing under oath the date and 





the character of the earliest fact or act, susceptible of proof, 
which can be relied upon to establish conception of the invention 
under consideration for the purpose of establishing priority of 


invention..." | 


"203. .. .. the examiner shall, if it has been determined 
that an interference should be declared, suggest to the parties 
such claims as are necessary to cover the common invention in 
the same language... The failure or refusal of any applicant to 
make any claim suggested within the time specified, shall be taken 
without further action as a disclaimer of the invention covered by 
that claim..." | 

"208. Whenever it shall be found that two or more parties 
whose interests appear to be in conflict are represented by the 
Same attorney or agent, the examiner shall notify each of said 
principal parties and the attorney or agent of this fact, and shall 
also call the matter to the attention of the Commissioner = HY 


"209. When the notices of interference are in proper form, 
an examiner of interferences shall ... add to the notices a desig- 
nation of the time within which the eer ise statements required 
by rule 215 must be filed, and shall, pro forma, institute and declare 
the interference by forwarding the notices to the several parties to 


the proceeding.” 


* | 


| 
"INTERFERENCES: PRELIMINARY STATEMENT 


"215. Preliminary statement required. Each party to the 
interference will be required to file a concise preliminary state- 
ment giving certain facts and dates, on or before a date fixed by 
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the Office. The preliminary statement must be signed and sworn 
to by the inventor... ™ 


"216. Contents of the preliminary statement... 


"225. Failure of junior party to file statement or to overcome 
filing date of senior party. If a junior party to an interference 
fails to file a statement, or if his statement fails to overcome the 
prima facie case made by the filing date of the application of a 
senior party, such junior party shall be notified by an examiner 
of interferences that judgment upon the record will be rendered 
against him... If a motion is denied by the primary examiner, 
the party under order to show cause may, within twenty days from 
the decision, request that final hearing be set to consider such 


matters as may be reviewed under rule 258." 


"INTERFERENCES: TRIAL 


. "251. Assignment of times for taking testimony. (a) Times 


“will be assigned in which the junior party shall complete his testi- 
mony in chief, and in which the other party shall complete the 
testimony on his side, and a further time in which the junior party 


may take rebutting testimony, but he shall take no other testimony 


Failure of junior party to take testimony... "™ 
"253. Copies of the testimony...” 
"254. Briefs at final hearing... ™ 
"255. Request for findings of fact and conclusions of law... 


"256. Final hearing. Final hearings will be held by the Board 
of Patent Interferences on the day appointed at the designated 
time. If either party appear at the proper time, he will be 
heard...” 
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"257. Burden of proof . | 
| 
"298. Matters considered in determining priority. In deter- 
mining priority of invention, the Board of Patent Interferences 
will consider only priority of invention on the evidence submitted 


“The matters raised on a motion relating to the burden of 


proof (rule 235) may be reviewed at final hearing.” 


* * 


"INTERFERENCES: TERMINATION 
\ 


"261. Termination of interference. An interference will be 
terminated by judgment of priority after final hearing (rules 251 
et seq.), or by judgment on the record as provided by rule 225 or 
rule 252, or by dissolution as provided by rule 232 or rule 237, 
or as otherwise provided." 


"262. Disclaimer, concession, abandonment. (a) An appli- 
cant or a patentee involved in an interference may, at any time, 
file a written disclaimer or concession of priority, or abandon- 
ment of the invention, signed by the inventor in person with the 
written consent of the assignee when there has been an assign- 
ment. Upon the filing of such an instrument by any party, judg- 
ment shall be rendered against him. | 

"(b) An applicant, except an applicant for reissue having a 
claim or claims from his patent in the interference, May at any 
time prior to the taking of testimony, and at any time thereafter 
with the consent of all of the other parties involved, avoid the 
continuance of the interference as to all counts by filing a written 
abandonment of the contest or of the application, signed by the 
inventor in person with the written consent of the assignee when 
there has been an assignment. Upon the filing of such abandon- 
ment of the contest or of the application, the interference shall be 
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dissolved as to that party, but such dissolution shall in subsequent 
proceedings have the same effect with respect to the party filing 


the same as an adverse award of priority. 


"(q) Such disclaimer, concession of priority, abandonment of 
the invention, or abandonment of the contest shall operate without 
further action as a direction to cancel the claims involved from 
the application of the party making the same on termination of 
the interference on the basis thereof.” 


"263. Statutory disclaimer by patentee. The disclaimer refer- 
red to in rule 262, when made by a patentee in interference is not 
a disclaimer under 35 U.S.C. 253. If a disclaimer under the stat- 
ute (see rule 321) cancelling claims involved in the interference 
from the patent, is made by the patentee, including all assignees 
as shown by the records of the Patent Office, the interference 
will be dissolved pro forma as to such claims.” 


RELEVANT PARTS OF THE 
MANUAL OF PATENT EXAMINING PROCEDURE 


Section 305 (December 2, 1951 revision) 

"Rejection Because of Common Ownership 

"Where there is a common assignee of two or more applications 
by different inventors these applications by reason of their com- 
mon ownership are subject in general to the same treatment as 
to overlapping claimed subject matter as though they were all the 
applications of one and the same inventor. That is, when the ques- 
tion of interference involving this common subject matter arises, 
the owner of the applications must, in the absence of any good 
reason to the contrary, elect which one shall be placed in inter- 


ference: Claims in a later filed application should be rejected if 


they conflict with claimed subject matter in an earlier filed case 
of common ownership. See Rule 78(b), 706.03(k), 1101.01(b) and 
822 to 822.03." 





Section 305.01 (Second Edition, April 1, 1955 revision) 
“Unclaimed Subject Matter in the | 
Earlier Filed Application 
"If the second filed application claims subject matter disclosed 
but not claimed in the earlier filed application, 35 U.S.C. 102 (e) 
applies and the earlier filed application is a reference (Section 
706.02) unless it is removed (Section 715)." 


Section 706.03 (k) (First Edition, December 2, 1951 revision) 

“Duplicate Claims; Double Patenting | 

* *x | * 

“Where a claim of an application is for the same, or substan- 
tially the same, subject matter as that claimed in a patent to the 
same inventor (Chapter 800) or of common ownership (305), the 
claim of the application may be rejected on the ground of double 
patenting. The same rejection may be used where the claim of 
the application is unpatentable over a claim of the patent in view 


of prior art. 





* * 


Section 706.03 (k) (Second Edition, June 3, 1957 revision) 
* i * 


“Where there is a common assignee for two or more applica- 
tions by different inventors, see Section 305." | 
* * : 
Section 1101.01 (b) (First Edition, November 15, 1949) 

"Common Ownership | 
"Applications made by the same applicant are : course not 
put into interference with each other. This holds for applications 
having the same assignee to the extent that if a plurality of appli- 

cations containing claims to the same patentable subject matter 
are found to have a common assignee the Examiner informs the 
common assignee or its counsel that the claims to that subject 
must be placed in one application in the absence of good and suf- 
ficient reasons why this may not be done. (See 304 and 305 and 
Rule 78 (b).)." ! 

This section is identical in Second Edition, November 15, 1953, and is 
still current. 
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| SuppLEMENT TO STATEMENT OF QUESTIONS ON APPEAL -~ 


SumMaky OF ARGUMENT 


Correction of Fallacies in Appellee’s Brief 


. Appellee’s Contention that Rule 131 is the only 
Proper Way to overcome a Disclosure in a 
Prior Patent is contrary to the Rules and the 
Decisions. Rule 132 is also available 


. Appellee misquotes claim of Macy applications 
to Support Contention that Pierce and Macy 
are Rival Inventors 


. Appellee’s Assertion and Implications of Ab- 
sence of Oath by Pierce is a Misrepresentation 
of the Record. Pierce in his Application Oath 
swore that he was the First and Sole In- 
ventor 


. Appellee’s Implication that Rule 132 is not a 
Procedure which Has Stood the Test of Time 
and that the Significance of this Rule is a New 
Factor are without Foundation 


. Appellee’s Assertions that Anticipation Has 
Been Admitted are False. Commissioner Has 
Duty to Act on Basis of Evidence Submitted 
According to His Rules 


. Appellee’s Contention that In re Beck et al. 
does not Dispense with Necessity for Compli- 
ance with the Rules Applies only to Patent Office 
Attempt to Disregard Rule 132. Appellant Has 
Never Tried to Avoid Compliance with Any 
Applicable Rule 
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REPLY BRIEF 


Supplement to Statement of Questions on Appeal 


The questions properly presented are, we submit, as set 
forth in our principal Brief. The questions proposed in 
Appellee’s Brief are unrealistic because they do not fit the 
facts here. 


Appellee’s Question “(1)” is predicated on the assump- 
tion, contrary to the record, that appellant, Pierce, “on the 
record is not the first inventor”. It is also predicated on 
the false assumption that the law requires an applicant to 
file the oath and showing of Rule 131 when the subject 
matter which he is claiming is described in a patent the 
application for which was filed by another before appli- 
cant’s filing date. Because of such assumptions, these 
questions do not focus, but obscure, the real issues. 


Appellee’s Question “(2)” assumes, contrary to the rec- 
ord here, that appellant has merely presented evidence to 
prove that the patentee did not invent the subject matter 
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disclosed in his patent. Appellant has gone farther and 
proved that the relevant disclosure in the patent was sup- 
plied by applicant Pierce, who was its inventor, to the 
patent lawyer who inserted it in the specification of the 
Macy patent. 


Appellee’s Question “(3)” again misses the real issues. 
A proper question would be “Why should the Patent Office 
want an excuse for compliance with one of its oldest rules 
(132), and what kind of excuse would induce it to respect 
that rule?” When the Solicitor for the Patent Office was 
asked in court to explain what excuse would be sufficient, 
his only answer was “Obviously we can’t.” (J. A. 129). 


Another question which could properly be asked is why, 
if excuse was considered necessary, is there no mention of 
it in the record of this case until the decision on appeal, and 
then only the casual observation that no excuse had been 
shown (without suggestion of any reason why it should 
have been). Why is there no mention of the need for 
excuse in any statute, rule, regulation or opinion or order 
of a Court or of the Commissioner? None has been cited 
by Appellee and none is known to us. 


Only the last of Appellee’s Questions, “(4)”, is in our 
opinion a true statement of a question presented; but even 
that is not really determinative of the case. The real issue 
is not whether Rule 131 is reasonable and designed to cover 
a situation such as the present, because Rule 131 has not 
been used here. The question is whether Rule 132, which 
has been followed, can properly be ignored by the Patent 
Office merely because Rule 131 gives permission to file a 
special affidavit and states the effect of such affidavit if filed. 


Summary of Argument 


We have shown by the record in this case, specifically 
cited in our principal brief (pp. 7, 15-16,18-19), that Pierce 
was the first and the only inventor of the invention which 
is the subject of this appeal. Appellee has brought forth 
no evidence to the contrary. 
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The filing of Pierce’s application with his conventional 
' oath, by which he swore he was the original, first and sole 
| inventor of the claimed subject matter, raised a presump- 
- tion that he was that, and entitled to a patent for his claimed 
- invention. (This presumption from the inventor’s oath is 
asserted by Appellee’s Brief on page 9 as to Macy’s appli- 
- cation, but obviously the same law applied to both Macy 
and Pierce.) 


The Examiner’s citation of the Macy patent, containing 
a disclosure of the invention, raised the adverse presump- 
tion that Macy had knowledge of the invention at the date 
his application was filed—i.e., before Pierce’s filing date. 


This adverse presumption was, in its turn, rebutted on 
behalf of Pierce in two ways, either of which was sufficient 
under the law and according to Patent Office practice estab- 
lished by decisions of the Commissioner and of the Courts: 


A. Appellant AMP* recorded its assignment from 
Pierce, made before filing of the Pierce application. 
Since the Macy patent was issued to appellant AMP 
on assignment made before the Macy application was 
filed, this established that assignee had been in control 
when both applications were prepared and filed. Thus 
the case was brought clearly within the rule of In re 
Dunbar, 51 App. D. C. 251, 278 Fed. 334, and the line 
of cases following it (J. A. 51 et seq.). This fact of 
assignment before filing was the critical characteristic 
assigned to the Dunbar line of decisions by the Court 
in the Beck et al. case, 33 C. C. P. A. (Patents) 1060, 
155 F. 2d 398, and the Court expressly made the lack 
of this the basis for distinguishing the Beck case from 
the general rule that a common assignee must decide 
which of its assignors is the inventor, and the proper 
applicant, for each patent claim, and that its election is 
binding and final. 


B. Appellant also filed affidavits, which were en- 
tered in the record of the application and are in evi- 
dence here (J. A. 27-28). These affidavits established 


* Known as Aircraft-Marine Products, Inc. until a recent change 
of name to AMP Incorporated. ( JA101-2; Tr. 33, 36) 
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that the relevant parts of the specification and draw- 
ings of the Macy patent are actually a disclosure of 
Pierce’s own invention and were derived from him 
through the common assignee, AMP Incorporated. 
Thus the presumption that it was knowledge by another 
before Pierce’s invention was fully rebutted by Macy’s 
affidavit that he had not invented it and the affidavit 
of Safford that he, as appellant’s patent lawyer, had 
added the relevant disclosure of Pierce’s invention to 
Macy’s application. He also deposed that both Macy 
and Pierce were employed by appellant, AMP Incor- 
porated, and that the inventions, both of Pierce and of 
Macy, were made under contractual relations with 
appellant, AMP Incorporated. 


On this evidence, appellant AMP Incorporated, at the 
time of filing of the Macy application and also at the time 
of Pierce’s application, was clearly vested, by assignment 
from Pierce, with the absolute right under the law to obtain 
a patent for the Pierce invention. 


Appellee insists upon effecting a forfeiture of this right; 
and its solicitor has proposed several theories for support- 
ing, or camouflaging, the forfeiture. We submit that every 
one of these theories is fallacious. 


Argument 


Since the Appellee’s Brief does not come to grips with 
any of the significant arguments and showings of Appel- 
lant’s Brief, we believe it will be most helpful to point out 
the fallacies in Appellee’s Brief: 


1. “... that the procedure adopted by the Patent Office 
for permitting an applicant to overcome or ante- 
date an unclaimed disclosure in a prior domestic 
patent, as embodied in old Rule 75, has been in 
effect for more than 75 years, and... . the only 
‘proper way of overcoming a disclosure in a prior 
patent is by the procedure provided by Rule 75.” 
(p. 12 of Appellee’s Brief) 
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The same fallacy, i-e., that a Rule 131 affidavit is required 
in a situation such as that of the present case is asserted 
in Question ‘‘(1)’’, p. I: 


“« the necessity of filing an oath together with a 
showing of facts to prove prior inventorship, as re- 
quired by Patent Office Rule 131...” 


and on page 11: 


“ __ the 1946 decision in In re Beck et al . . .” [held] 
“that the fact of common ownership is immaterial, 
since patents must be issued to the first inventor, and 
that the only way that a prior patent can be overcome 
is by proceeding under Patent Office Rule 75.” 


and on page 12: 


“In the Beck et al. case the latter Court approved the 
statement of the Patent Office Board of Appeals that 
the only proper way of overcoming a disclosure in a 
prior patent is by the procedure provided by Rule 75.”’ 


Passing over the fact that only a part of old Rule 75 is 
retained in present Rule 131 and only a part of Rule 131 was 
in old Rule 75, the implication that for 75 years this has 
been the “only proper way of overcoming a disclosure in a 
prior patent” is demonstrably untrue, as is also the impli- 
cation that the court so held in In re Beck et al. 


As long ago as 1898, the Commissioner of Patents held 
in Ex parte Grosselin 84 O. G.* 1284, 1898 C. D.** 163 that 
Bule 75 was designed specifically to give an applicant a 
right, and procedure, to prove priority over a published 
invention by another when a statutory (U.S. Code, Title 35, 
Sec. 135) interference proceeding is precluded because of 
failure or refusal of the adverse inventor to claim a patent: 


“Rule 75 requires that when an application is rejected 
on a printed publication and the applicant makes oath 
to facts showing completion of the invention im this 


* Official Gazette of the Patent Office. 
** Commissioner’s Decisions. 
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country before the date of the printed publication, etc., 
then the publication will not bar the grant of a patent 
to the applicant; but this rule presupposes that the 
printed publication is the publication by some one 
other than the applicant whose application is rejected— 
by some one who asserts inventorship therein either in 
himself or some person other than the applicant. 


‘In the case of Payen (43MS. Dec. 73) Commis- 
sioner Mitchell after a careful consideration of the 
authorities held that affidavits tending to show that 
a certain foreign patent on which Payen’s application 
had been rejected, though taken out by other parties, 
had been taken out through fraud upon Payen, the in- 
vention having originated with him and been pirated 
from him by these parties, constituted competent evi- 
dence for the consideration of the Examiner and should 
be received. 


_ ‘*Following the principles of this decision, it appears 
clear that affidavits tending to show that the invention 
shown in the German patent was derived from the ap- 
plicant and that it is in effect nothing more than a 


printed publication of applicant’s invention, and not 
the invention of another, would be competent evidence 
for the consideration of the Examiner and should be 
recewed and considered ...’’ (Emphasis is ours) 


As recently as 1957 the Patent Office held in the case 
Ex parte Lemieux, 725 0.G. 4, 115 U. S. P. Q. 148, 1957 
C. D. 47, that Rule 131 presupposes that the printed publica- 
tion describes the invention of another; and that, where it 
was in fact the invention of the applicant, affidavits such 
as were filed in the present case are the proper response 
to dispose of the publication: 


“Insofar as the requirements of Rule 131 are con- 
cerned, we need do nothing more than refer to, and 
state our agreement with the holdings in the first 
Grosselin decision (84 O. G. 1284, 1898 C. D. 163) and 
in the Powell and Davies case concerning old Rule 75, 
corresponding to present Rule 131. In the former deci- 
sion it was held that ‘this rule presupposes that the 
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printed publication is the publication by some one other 
than the applicant whose application is rejected—by 
some one who asserts inventorship therein either in 
himself or some other person than the applicant.’ In 
the later case it was held that the rule is not ‘intended 
to apply to a case where the publication appears with- 
out question to be a publication of the applicant's own 
invention.’ 


<‘We also take cognizance of several decisions (Ex 
parte Ensign, 2 U. S. P. Q. 214; Ex parte Layne, 63 
U.S. P. Q. 17; Ex parte Hirschler, 110 U. 8. P. Q. 384) 
which have held that, apparently in the case of a 
domestic inventor, a publication dated less than a year 
prior to the filing date of an application is not an effec- 
tive bar if the applicant makes a satisfactory showing 
that the publication is his own invention or that he is, 
in effect, the author of the publication. In none of 
these cases is there any indication that the applicant 
made the usual showing under Rule 131, that is, reduc- 
tion to practice prior to the date of the publication or 
conception prior to the date of the publication coupled 
with the necessary diligence. We find no reason for 
distinguishing between a domestic inventor and a 
foreign inventor in situations of this type and all that 
is required is that the identity of the application in- 
ventor and the publication author be established. 
There is no dispute on this point in the present case. 


‘‘Finally, we believe that our holding is consistent 
with decisions in interference practice wherein, even 
though in the usual case a party may not establish a 
priority date of invention by reference to activity in 
a foreign country, yet in an originality case where a 
party is seeking to prove that the other party derived 
from him so that there is only a single original in- 
ventor, he may be permitted to prove derivation by 
reference to activity abroad. Shiels v. Lawrence and 
Kennedy, 81 O. G. 2085, 1897 C. D. 184; Stiff v. Gal- 
braith, 108 O. G. 290, 1904 C. D. 10. By analogy, in 
the present case appellant has demonstrated that he 
is the single original inventor, there being no adverse 


party. 
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‘‘In accordance with the foregoing reasoning, we 
conclude that the examiner’s rejection cannot be sus- 
tained’’ . . . . (Emphasis is ours) 


In the present case, as in these decided cases, the re- 
jection is on a publication of appellant’s own invention, not 
an ‘‘invention described in a patent granted on an applica- 
tion for patent by another filed in the United States before 
the invention thereof by the applicant for patent’. 
(U.S.C., Title 35, Sec. 102°) ; therefore Rule 132 affidavits— 
not Rule 131—were properly required and, having been 
filed, should be given full effect. 


Appellee has shown no reason why this practice of at 
least 60 years standing (as shown by these decisions) 
should not be applied in the present case. 


The Appellee’s Brief cites, and relies upon, Ex parte 
Foster 105 O. G. 261; 1903 C. D. 213. There an affidavit 
was filed purporting to be under Rule 75, but it did not 
comply with that rule, as it was sworn to by an officer of 


the assignee corporation, not by the applicant. For this 
reason, the Examiner and the Board of Appeals had re- 
jected the affidavit; but the Commissioner held that Rule 
75 is not the only way of showing prior invention, and that 
the affidavits should be given effect. 


‘“‘Rule 75 says that a prior patent disclosing, but 
not claiming, the invention will not be a reference if 
‘the applicant shall make oath’ to certain facts. It 
is to be noted that the rule does not say that the patent 
cannot be overcome in some other way. In determin- 
ing the meaning of the rule, the purpose and end aimed 
at should be kept in mind. The purpose is clearly to 
permit applicant to show that he made the invention 
prior to the patentee. The rule says that the inventor’s 
affidavit will be sufficient, but it does not say that the 
fact may not be established in some other way 
The essential fact is priority of invention, and the 
Office may accept any satisfactory evidence of that 
fact.’’ 
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This is exactly contrary to what the Solicitor for Appellee 
is contending in its brief. Nor is there any suggestion 
that excuse is needed when one elects to offer such other 
evidence of prior invention. 


In another case relied upon in Appellee’s Brief, In re 
Strain, 38 C. C. P. A. (Patents) 933, 187 F. 2d 737, the 
Court said (although it was dictum in that case) that a 
Patent Office rule was not to be set aside or disregarded 


‘‘ynless found unreasonable and prejudicial to an in- 
ventor’s rights under the statutes enacted for admini- 
stration of the constitutional provision for encourage- 
ment of invention.”’ 


Rule 132, being reasonable and consistent with the statute, 
is not to be set aside or disregarded. 


These cases clearly hold that Rule 131 is not the only 
way that disclosure in a prior patent can be overcome; and 
In re Beck et al. did not hold that Rule 131 is the only way. 
What the Court actually said was that ‘‘ordinarily’’ that 


is the only way to overcome a rejection on unclaimed dis- 
closure in a prior patent. But this is not the ordinary 
case. It is the kind of case decided in the Grosselin and 
Lemieux cases, supra. 


The Court in the Beck et al. case cited Alexander Mil- 
burn Co. v. Davis Bournonville Co., 270 U. S. 390, for the 
conclusion 

“that when a patent is issued it constitutes evidence 
that everything disclosed in it was known by others in 


this country at least as early as the filing date of the 
application on which the patent issued” (155 F. 2d 401) 


and pointed out that 


“Another applicant can, under Rule 75, get behind such 
filing date” 


but it did not say that another applicant was precluded 
from proving under Rule 76 (now 132) that the disclosure 
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in the issued patent was his own, and therefore not before 
his invention thereof. 


There is nothing in the Beck et al. decision which over- 
rules Ex parte Grosselin or Ex parte Lemieux or Ex parte 
Foster, supra. 


The statement in the Appellee’s Brief that “patents must 
be issued to the first inventor” is, of course essential and 
it is because the Patent Office is violating that essential 
principle that we have had to take the present action. 


2. “Appellant’s argument as to why Rule 131 does not 
apply to the facts of this case is based upon the 
contention that where there is a common assignee 
there is no issue of priority but instead one of ‘origi- 
nality’ or ‘derivation’ (Br. -19)”. (Appellee’s 
Brief, p. 15) 


We agree that this last quote states one basis of our 
argument. Its validity is attested by the decisions quoted 
above. 


Appellee does not deny the soundness of the argument, 
but goes off to an assertion that Macy was claiming Pierce’s 
invention and was therefore a “rival inventor”. This asser- 
tion is clearly contrary to all the proofs in this case, yet it is 
the backbone of Appellee’s Brief, being repeated eight times 
(p. 8, line 28, p. 15, last four lines, p. 16, first four lines and 
9th to 7th lines from the bottom, p. 17, lines 12-14, and 20-22, 
p. 18 lines 5-6, and last 3 lines and p. 19, first 2 lines) : 


3. “The oath filed by Macy in the application which 
matured into a patent averred that he was the in- 
ventor of the subject matter described and claimed 
therein and original claim 15 of that application 
(JA 91) asserted inventorship in ‘all patentable 
Inventions disclosed therein and not specifically 
claimed’ ” (pp. 8-9 Appellee’s Brief). 


_ “Tt is evident from the record that Macy repre- 
sented himself to be the inventor of Fig. 19 in his 
original application and in his reissue application.” 
(Appellee’s Brief p. 17) 
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“. . that by having Macy execute the original 
papers containing original claim 15 therein (JA 91), 
he (Safford) actually represented that Macy was 
the inventor of that subject matter (Fig. 19).” 
(Appellee’s Brief pp. 18-19) 


“Fig. 19 of Macy was not claimed by Macy; when 
Pierce filed in 1948 claiming the subject matter of 
Fig. 19 of Macy he became a rival inventor” (Appel- 
lee’s Brief p. 16) 


“it was clear that these were rival inventors” (Ap- 
pellee’s Brief, p. 17) 


Appellee’s quotation, copied above, of Macy’s claim 15, 
is a ‘‘bob-tail’’ quote made false by the omission of the 
word ‘‘my’’ (JA 91 and 105). Claim 15 actually covered 
only Macy’s own inventions, and merely gave notice that 
no mere oversight in claiming was to be taken as an inten- 
tional disclaimer of any invention for which he was other- 
wise entitled to patent. The subject matter which Macy 
described and claimed is not relevant to this appeal. 


Macy testified (JA 108-9) that the subject matter of 
Pierce’s claim (appealed here) was not his invention and he 
(Macy) had never claimed it as such. (His affidavit JA 27, 
reaffirmed at JA 104 and his testimony JA 108, 109). 


The fact that Macy never claimed the Pierce invention 
is sufficient refutation of Appellee’s assertion that Macy 
and Pierce were rival inventors. Thus, the court in In re 
Strain 38 CCPA (Patents) 933, 187 Fd 737, 740 (which is 
relied upon in Appellee’s Brief) quoted with approval the 
decision of the Board of Appeals that :— 


‘<Where the invention of the sole applicant was not 
claimed in the joint application, no disclaimer by the 
other joint applicant is necessary since he should not 
be required to disclaim an invention which he never 
claimed as his own to begin with . . .’’ (italics quoted) 


As testified by Safford (JA 118), it is inevitable that 
any well prepared application will describe inventions of 
others than the applicant. Inventions cannot be made in 
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vacuo, but rather by each inventor working on, and with, 
inventions of others. Pierce used a plastic material in- 
vented by someone else, but he did not claim it as his inven- 
tion. He used a method of crimping invented by Macy, 
but he, Pierce, did not claim that it was his invention. Like- 
wise, Macy found that Pierce had shown a way to combine 
the ‘‘F-crimp’’, invented by Macy, with such plastic to 
make an improved insulated connection, and through his 
patent attorney, Safford, he disclosed that combination as 
an improved embodiment of the Macy crimp (JA 112-3, 119, 
bottom) ; but Macy did not claim that improvement as his 
Own invention. When Macy was asked about it he freely 
testified that it was not his invention, both by his affidavit 
in the Patent Office (JA 27 ) and his testimony in Court 
(JA 104), that he never claimed it or asserted to anyone 
that it was his invention (JA 108-9). 


It can no more be presumed that Macy claimed to be the 
inventor of Pierce’s invention, merely because he showed 
it in connection with his own invention, than that he was the 
inventor of insulated wire shown in his Figures 1-7, 11-13 


and 18 or of the electrical connectors shown in Figs. 1, 6 


and 10, or of the metal, copper, of which they are made. All 
these things are notoriously old, and merely used by Macy 
in embodying his invention. There is nothing in the oath 
sworn by Macy, nor in the specification, which says that he 
invented everything shown in his drawings. 


There are no rival inventors in the present case. This 
case, like Ex parte Lemienx supra, is a case with ‘‘no ad- 
versary party’’ and is ‘‘an originality case where a party 
[Pierce] is seeking to prove that the other party [Macy] 
derived from him, so that there is only a single original 
inventor.?? 


4. That ‘‘Pierce is not entitled to a patent for subject 
matter disclosed in Macy, unless Pierce can show 
that he invented the subject matter prior to the date 
on which the Macy application was filed”? (p. 11 of 
Appellee’s Brief ) 
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This seems to carry a false implication that such proof is 
not in this record. Yet we have shown, both by affidavits in 
the Patent Office, now in the record here (JA 27-28), and 
by testimony in court (JA 102, 104, 112-115), that the ‘‘mat- 
ter disclosed in Macy’’ was derived from Pierce and not 
from Macy, and that Macy did not invent that subject 
matter; and the conventional applicant’s oath by Pierce in 
evidence here (JA 16-17) gives his testimony that he is 
the original, first and sole inventor. 


5. That ‘‘the best evidence of whether Pierce in- 
vented the claimed subject matter prior to Macy’s 
effective date (December 23, 1946) is the testimony 
of Pierce himself.’’ (Appellee’s Brief, p. 9); and 


‘<the record shows that no oath by Pierce was filed.”’ 
(Appellee’s Brief, p. 22) 


The first statement is not untrue on its face but only 
in the implication which is made express in the second. 
That the second statement and the implication are false, 
appears conclusively from the certified copy of Pierce’s 


oath in the record here (JA 16-17). 


These statements by Appellee should be compared with 
the statement on page 9 of Appellee’s Brief: 


‘¢Kach was a conventional oath, and by virtue thereof 
the presumption is that Macy was the inventor of that 
subject matter.’’ (Emphasis is ours) 


This refers to the oaths of Macy in his original and 
reissue applications and ‘‘the subject matter described and 
claimed’? by Macy; but the oath of Pierce (JA 16-17) re- 
lating to the claims at issue here is essentially the same con- 
ventional oath as Macy’s except for the names of the 
persons executing them and the claims to which they apply. 
Pierce’s oath, therefore, creates the same presumption that 
the affiant is the inventor of the subject matter claimed in 
his application. 


There is no presumption from Macy’s oath that he was 
the inventor of anything which was not both ‘described 
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and claimed’’ in his application. The oath is expressly so 
limited. 


We concur, therefore, in the Appellee’s assertion that 
‘<The best evidence of whether Pierce invented the claimed 
subject matter prior to Macy’s effective date (December 23, 
1946) is the testimony of Pierce himself’’. His application 
oath affords that testimony; but it does not stand alone; it 
is supported by corroborating testimony of Macy and 
Safford. 


Appellee’s contention that this is ‘‘secondary evidence’’ 
is without merit. What could be more direct evidence that 
a disclosure of the invention in the Macy application was 
not prior to Pierce’s invention than Macy’s testimony that 
he never invented the subject matter (J. A. 27, 102, 104 and 
120) nor knew of it until he learned from Safford that 
Pierce had invented it (102), and Safford’s testimony that 
it was disclosed to him by, and as the invention of, Pierce 
and that he caused it to be disclosed in the Macy patent 
(J. A. 112-114, 118, 119). 


6. “In asserting prior inventorship by another of its 
employees the assignees should be required to do 
so by procedures which have stood the test of time 
and which have received both judicial and legis- 
lative approval.’’ (pp. 17-18, Appellee’s Brief) and 
“*..- the significance, meaning and relation between 

Rules 131 and 132 is a new factor’? (Appellee’s 
Brief, p. 15) 


Appellee has repeatedly asserted that old Rule 75, 
which has been replaced by Rule 131, goes back many years; 
but so also do Rule 132 and Rule 76 (which became Rule 
132) and older Rule 75 (which became Rule 76). In the 
Rules of Practice as revised December 1, 1879, this rule 
(then numbered 75) remained almost verbatim the same 
until March 1949, when it was replaced by present Rule 
132.° That 1879 rule with the subsequent deletions lined 


* Commissioner Seymour omitted Rule 76, from the Feb. 9, 1897 
Rules, but the Rule was reinstated by Commissioner Butterworth 
June 18 of the same year. 





15 


through and subsequent additions inserted and italicized 
(so that, omitting the parts lined through, it is the present 
Rule 132) is: 

‘When any claim of an application is rejected on 
reference to an expired op unexpired domestic patent 
which substantially shows or describes but does not 
claim the zejeeted invention, or on reference to a 
foreign patent, or to a printed publication, or to facts 
within the personal knowledge of an employe of the 
office, set forth in an efSderit of such empleyee, or on 
the gpound ef public use or sale, or when rejected 
upon a mode or capability of operation attributed to a 
reference, or because the alleged invention is held to 
be inoperative, or frivolous, or injurious to public 
health or morals, affidavits er depositiens 
er traversing these references or objections may be 
received; but they ail be veceived im Be ether eases, 
withewt speeial pepmission ef the comminsioner. (See 
Farle 86+”’ 


It will be seen that the principal change from this 1879 
version of the Rule has been deletion of the prohibition 
against affidavits in other cases not specifically mentioned, 
which leaves no basis for Appellee’s contention that Rule 
132 affidavits can only be used in the cases mentioned in 
that rule. (Appellee’s Brief, p. 15, lines 15-16.) The rule 
has always expressly recited the present situation: 
‘¢When any claim of an application is rejected on refer- 


ence to a domestic patent which substantially shows or 
describes but does not claim the invention .. .’’ 


The remaining changes seem to be merely for purposes of 
simplification by deleting reference to possibilities which 
did not occur in actual practice. 


7. . the question of applicability or non-applica- 
bility of Rule 132 to the facts of this case had not 
been raised before the Patent Office tribunals . . .”’ 
(Appellee’s Brief, p. 14) 


This is not true. The affidavits of Macy and Safford 
(JA 27-28) are clearly affidavits under Rule 132 and were 
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entered as such, even though no one thought it necessary to 
mention the rule number until we were before the Trial 
Judge who was not familiar with the Patent Office rules. 
As pointed out in our Brief (p. 9), the Examiner’s original 
rejection called for a Rule 132 affidavit, not a 131 affidavit. 


8. “. . . it should be evident that it would be in con- 
| travention of the duty cast upon the Commissioner 
_of Patents to perform all duties required by law 
respecting the granting and issuing of patents 

(35 U.S. C. 6) to allow claims to a subsequent appli- 
| cant when he knows because of a patent issued to 
another that the patentee knew about the invention 
at an earlier date, as evidenced by an admittedly 
_anticipatory description thereof in such patent.” 
(Appellee’s Brief, p. 21); and 


That “the disclosure in Macy is admittedly a com- 
plete anticipation” (Appellee’s Brief, p. 23) 


Admitted by whom? and where? 


How can an inventor’s owm disclosure anticipate his in- 
vention? For refutation see Ex parte Grosselin and Ex 
parte Lemieux supra. Here again the Appellee’s Brief uses 
the technique of repeated assertion (p. 21, lines 21-25, 
p. 23, lines 12-14) for want of evidence to support it. 


We submit that it was the Commissioner’s duty to know 
from the record in the case that the disclosure in the Macy 
patent was Pierce’s own disclosure and not “anticipatory”. 
He has no duty to effect a forfeiture by disowning his Rule 
132, and refusing to take cognizance of affidavits properly 
filed in accordance with that rule. 


9. “. . . common ownership does not dispense with 
the necessity for compliance with the provisions 
of the Rules. In re Beck et al. 33 CCPA 1060, 155 
F. 2d 398” (Appellee’s Brief, p. 8). 


We have never contended that the applicant for patent 
was immune from the Rules of Practice. On the contrary, 
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it is our position that the Patent Office, as well as the appli- 
cant, is bound by the Rules and by authoritative decisions 
of the Courts. 


Here the Office is trying to escape from Rule 132 and 
from the decisions quoted herein and those set forth in 
Exhibit 2 and cited as “the authorities” in In re Beck et al. 
It is the Patent Office’s departure from these rules and 
authorities that will effect a forfeiture of the inventor’s 
rights, unless this court grants relief. 


In re Beck et al. does not hold that Rule 131 is the proper 
procedure to show that a prior disclosure is one’s own 
invention or that such fact is immaterial. Nor does it hold 
immaterial the fact that two applications, one already 
patented, were filed on behalf of a common assignee. On 
the contrary, it expressly held that, because the Beck et al. 
assignment occurred only three weeks before the Altwicker 
patent issued (ie., after its prosecution was closed), the 
Beck case was distinguished from the cases which the court 
designated ‘‘the authorities”’ (155 F 2d 400), which we also 
rely upon here (Appellants Exh. 2, JA 51-67). 


The Court quoted with approval from the Board of 
Appeals (p. 399). 


‘Ordinarily when claims of an application are rejected 
on the unclaimed disclosure of a patent of prior date, 
the only way that the patent can be overcome is by 
proceedings under Rule 75. Just why an inventor other 
than the patentee should find himself relieved of Rule 
75 proceedings merely because he had, during the pend- 
ency of the patent application, assigned his application 
to the owner of the patent, is not apparent... . It is 
not seen how an inventor can assign any greater rights 
than he acquired by filing of his application.’? (Em- 
phasis is ours) 


The words in italics clearly distinguish from the facts 
of the present case. 


Not only were the cases of Exhibit 2 (JA 51-67) cited in 
the Beck decision (155 F 2d 400, upper right column) as 
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‘the authorities’’, and with no suggestion that they were 
overruled, but the Court then went on to say: 


‘“We think the law applicable to the citation is some- 
what clarified by the reasoning in the decision in Chillas 
v. Weisberger, 1928 CD 24, 370 O.G. 3, and in In re 
Dunbar 51 App. D. C. 251, 278 F. 334, 1922 CD 105’’. 


Chillas v. Weisberger held that a common owner could 
not get two patents for the same invention by first issuing 
one and then when confronted with it, changing his election. 
In the present case, the common assignee elected at the 
outset to claim only Macy’s invention and not Pierce’s in 
the Macy application ; that election was never changed; and 
Pierce has always claimed in his application only his own 
invention, at issue here. 


In in re Dunbar, 278 F. 335 this Court held the election 
is final and binding, and any conflict between the assignors 
to a common assignee is moot. 


‘the common assignee is just as much bound by that 
election as if an interference had been declared and 
priority decided in favor of Dyson. The reason for 
the rule holding that interferences will not be declared 
between coassignors is that the presentation of the 
testimony on behalf of each assignor is in control of 
the common assignee, and that there are, therefore, no 
parties having adverse interests. If an assignee is to 
be allowed, after having made such election and taken 
out the patent, to repudiate the election and present 
the claims in another application, monopoly would 
obviously be extended.’’ 


Certainly this gives no justification for saying that the 
Patent Office is not bound by the election or that the com- 
mon assignee, unless he can show ‘‘reduction to practice’? 
or ‘‘diligence’’ from prior to filing of its first application, 
forfeits its right to patent on one invention when it elects 
to patent the other. The Patent Office and the Courts (see 
Exhibit 2, JA 51-67) had for fifteen years cited In re Dunbar 
as requiring the Patent Office to respect the election by the 
common assignee. 
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Nor is there anything here to support the guess of the 
_ JPOS commentator (see our Brief, footnote to pages 4-7) 
that Ex parte Linderman, 50 USPQ 155, or Ex parte 
Cummings et al., 55 USPQ 428 or any other case in the line 
of cases following In re Dunbar were overruled. 


Note that the Beck decision relates to an ‘‘ordinary”’ 
ease, not to the case where both applications were filed on 
- behalf of a common employer-assignee, and not to the case 
- where the disclosure in the patent first issued is derived 
' from the later applicant and disclaimed by the patentee. 


| Note also that the essential core of the decision is that 
- the applicants, Beck et al., could not assign more than their 
- own rights at the time of assignment. It does not rule that 
a common assignee (such as AMP) would forfeit any rights 
by disclosing in a basic patent (such as Macy’s) the best 
mode of practicing the invention, even though the improve- 
ment has been assigned to it from another inventor (such 
as Pierce) and is claimed as a separate invention in an 
application by the true inventor. 


The decision in In re Strain, 38 CCPA (Patents) 933, 
_ 187 F 2d 737 relied upon in Appellee’s Brief is not prece- 
dent for forfeiting any rights of Appellant here. In that 
ease the Patent Office cited a joint patent in rejecting a later 
sole application by one of the joint patentees claiming sub- 
ject matter disclosed in the patent. The Examiner required 
two things (1) a disclaimer by the other joint patentee, and 
(2) an affidavit under Rule 75. The sole applicant refused 
to comply, in order to get a ruling on his contention that the 
sole case should be treated as a continuation of the patented 
joint application with which it was copending. The Court 
decided the case on that issue and sustained the Examiner 
on the ground that the statute (U. S. Code, Title 35, Sec. 
116) requires a showing of inadvertence or mistake and due 
diligence if a joint application is to be converted to sole. 
That issue is irrelevant here. 

With respect to the Rule 75 requirement, the Court said 


that the burden rested upon the sole applicant or, more 
precisely, on his assignee to establish the essential circum- 
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stances ‘‘in some manner”? and that old Rule 75 seemed to 
furnish a simple and convenient method for doing so. The 
Court expressly noted that there was ‘‘no claim that the 
assignee would have had any difficulty’? in obtaining the 
needed testimony. Thus that case is clearly different from 
the present, where the testimony (JA 124) shows that the 
131 affidavit could not be obtained; and the court’s ‘Sin 
some manner”’ is a far ery from the Solicitor’s contention 
here that Rule 131 is the only procedure available. 


10. ‘‘. . . that codification of the patent laws in 1952 
without modification of that interpretation or prac- 
tice is persuasive evidence that Congress placed its 

Stamp of approval on that practice ...”? (Appel- 
lee’s Brief, :p. 13) 


Appellee here is contending that, not the pre-existing 
interpretation of re-enacted statutes by the courts, but 
every mistaken interpretation of the law by administrative 
examiners or boards, contrary to the interpretation by the 
courts, must be read into the codification. In fact, there 


can be little doubt that Congress was dealing with the re- 
ported decisions of the courts such as those set forth in 
Appellant’s Exhibit 2 (JA 01-67) and not with mistakes of 
administrative officials or Examiners. 


The decision In re Beck et al., for instance, would have 
been taken for what the Court actually held. Congress 
would not have troubled itself about a comment in the 
Journal of the Patent Office Society. 


11. ‘One year after the issue date the unclaimed sub- 
ject 


of no legal 
p. 16) 
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‘‘Macy’s assignee should not be permitted to recap- 
ture that subject matter except by the well estab- 
lished procedures designed to insure that patents 
issue to the first inventor and that the public interest 
be fully protected’? (Appellee’s Brief, p. 17). 


What appellee is saying here, in effect, is that if an 
inventor’s assignee discloses his invention in the patent for 
another invention assigned to it, the patent rights in the 
former are forfeited absolutely when the patent issues for 
the latter. If that were the law, it would be a shocking 
_ injustice; which would defeat the policy of the patent law 
' to encourage early disclosure; but fortunately it is not. 


Such a contention was raised against the De Forest 
- patents in Radio Corp. of America v. Radio Engineering 
_ Labs., Inc., 1 F. Supp. 65. There the court held at p. 81: 


<‘This was an invention made by De Forest alone in 
which Logwood had no part. 


‘‘The application which resulted in patent No. 
1,170,881 was filed March 12, 1914, and disclosed an in- 
vention made later by De Forest and Logwood, of a 
specific feed back circuit of the ultra-audion type. 


‘<The application for the joint patent was then filed 
eight days before the filing of the application by De 
Forest which resulted in patent No. 1,507,017. 


«<The two applications were copending applications 
in the Patent Office, and the disclosures of the earlier 
application do not anticipate claims made in the later 
applications. 


“The filing of the later application and claiming 
therein one of the inventions disclosed, but not claimed, 
im the earlier patent, negatives all intention of abandon- 
ment or dedication thereof to the public which would 
be otherwise inferred from such a disclosure. Suffolk 
v. Hayden, 3 Wall. 315, 18 L. Ed. 76; Barbed Wire 
Patent, 143 U. S. 275, 12 S. Ct. 443, 450, 36 L. Ed. 154; 
Kinnear Mfg. Co. v. Wilson (C. C. A.) 142 F. 970, 973; 
Thomson-Houston Electric Co. v. Elmira & H. Ry. Co., 
supra, certiorari denied, 163 U. S. 685, 16 S. Ct. 1201, 
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41 L. Ed. 315; Victor Talking Machine Co. v. American 
Graph. Co. (C. C.) 140 F. 860. 


“<The De Forest-Logwood patent, No. 1,170,881 does 
not anticipate the De Forest patent, No. 1,507,017.”’ 
(Emphasis is ours) 


This decision was reversed on other grounds by the 2nd 
Cireuit Court of Appeals, but was reinstated by the 
Supreme Court, 293 U. S. 1, 55 S. Ct. 928. 


12. ‘*. . . it is believed necessary . . . to. . . deny 
the numerous innuendos interspersed throughout 
applicants’ brief charging Patent Office tribunals 
with illegal conduct in this case and suggesting that 
appellee’s counsel misled the Court by inaccurate 

| assertions at the trial’’ (referring to applicant’s 
brief, pp. 20-25) (Appellee’s Brief, p. 18). 


If the Patent Office handling of this case had not been illegal, 
Le., contrary to the statutes and decisions, there would 
have been no cause for appeal. We, therefore, stand on 
our showing that there has been an ‘‘illegal reversal of prac- 
tice’’ and an illegal denial of applicant’s patent. However, 
we have never contended that there was misfeasance; but, 
on the contrary, showed (p. 24) how we believed that the 
Patent Office had been led into a misunderstanding of the 
Beck et al. decision. 


If we have given offense by anything we have said or the 
way we have said it, we are sorry and wish to make clear 
that we are not impugning the devotion to duty of any of 
the Patent Office personnel. 


Likewise, we do believe that the Trial Court was misled 
by inaccurate statements of Appellee’s Solicitor, but we 
intended no personal criticism. The Solicitor of the Patent 
Office is charged with the duty of defending the decisions 
of the Board of Appeals. We are sure that he often may 
wish that a decision had been different—just as any advo- 
cate may wish that his client had brought him a stronger 
case; but the job of an advocate is to present the case he has. 
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We believe that the statements and omissions by the 
| Solicitor to which we called attention (pp. 25-30) were 
_ Important as bases for the decision below, we believe they 
' involved error, and we believe that it is our duty to point 
out such error. 


We also believe that the ‘‘bob-tail’’ quote of Macy’s 
' claim 15 (Item 3, supra), if intentional, would be over- 
| stepping proper bounds of advocacy, as would also the re- 
peated assertions contrary to the evidence; but we are 
quite aware that these may be due merely to oversight 
under pressure of a too heavy workload. 


: Appellee’s brief fails to show why the decision and sound 
- legal reasoning of this court in In re Dunbar, 51 App. 
DC 251, and of the Patent Office decisions Ex parte Grosselin 
and Ex parte Lemieux, supra, and those cited at JA 51-67 
' should not be enforced by this Court. Instead it has re- 
| peated over and over erroneous statements as pointed out 
above. 


Conclusion 


We are asking here that the established law as set 
forth in Ex parte Grosselin 1898 CD 163 and Ex parte 
Lemieux 1957 CD 47, supra, and that set forth in the 
- decisions cited at JA 51-67, following the decision of this 
Court in In re Dunbar, be applied in this case and that the 
' Patent Office be recalled to a correct administration of this 
law. 


We have shown that justice and equity require such 
- correction in the present case and there are even more 
compelling reasons of public policy. We, therefore, respect- 
_ fully submit that the decision of the court below should be 

reversed. 
| Respectfully submitted, 


December 30, 1959 
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STATEMENT OF QUESTIONS PRESENTED 


1. Whether or not the Order brought here for review 
violates the rate case settlement agreement proposed to the 
Federal Power Commission by Petitioner and others in 
good faith and accepted by the Commission’s Order of 
June 3, 1953 in the matter of Mississippi River Fuel Cor- 
poration, FPC Docket No. G-2153. 


2. Whether or not the subject matter of the Order brought 


here for review is outside the statutory jurisdiction of the 
Respondent, Federal Power Commission. 


3. Whether or not the Federal Power Commission Order 
brought here for review was unlawfully issued without giv- 
ing Petitioner a hearing, including due notice and the op- 
portunity to present evidence and argument thereon. 





Jurisdictional Statement 


Statement of Case 


1. Mississippi’s ‘‘Proposed Settlement’’ and the Fed- 
eral Power Commission’s Order Issued June 3, 
1953, Entitled ‘‘Memorandum Opinion No. 253 and 
Order Accepting Proposed Settlement, Making 
Effective Tariff Changes and Terminating Pro- 
ceeding, Upon Conditions Specified in the Order’’ 
in Mississippi’s Docket No. G-2153 


2. History of United Gas Pipe Line Company’s 
Docket Nos. G-1142 and G-2019 


3. Mississippi’s Letter Submitted October 20, 1958, 
Informing the Commission of Its Plan to Comply 
With the Commission’s Order of June 3, 1953, in 
Mississippi Docket No. G-2153 


4. The Commission’s Order of January 23, 1959, in 
sesso Docket No. G-2153, Which Is Here for 
view 


5. Mississippi’s Petition for a Rehearing and the 
Commission’s Orders Thereon 


Statutes Involved 
Statement of Points 
Outline of Argument 


I. The Order Brought Here for Review Violates the 
Rate Case Settlement Agreement Proposed to the 
Federal Power Commission by Petitioner and 
Others in Good Faith and Accepted by the Com- 
mission’s Order of June 3, 1953, in Re Mississippi 
River Fuel Corporation, FPC Docket No. G-2153 





Index Continued 
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A. The Order Brought Here for Review Violates 
the Spirit, Purpose and Intent, as Well as the 
Express Terms of the 1953 Settlement Agree- 
ment in Mississippi Docket No. G-2153, for the 
Reason That It Requires Petitioner to Enrich 
Unjustly Its Utility Customers, Both by Way 
of Refunds and Retroactively Reduced Tariff 
Rates, in an Amount Greatly in Excess of the 
Reduction in Costs of Gas Purchased Appli- 
eable to Sales for Resale Which Petitioner Re- 
ceived From United by the Final Order of 
Respondent in United Docket Nos. G-1142 and 


1. The spirit, purpose and intent of the Settle- 
ment Agreement entered into by the Federal 
Power Commission with Mississippi and 
others in 1953 in Mississippi Docket No. 
G-2153 is that Mississippi should pass on to 
its utility customers, whether by way of re- 
fund or reduced tariff rates, whatever reduc- 
tions in costs of gas purchased applicable to 


sales for resale Mississippi might receive 
from United by the final Order of the Fed- 
eral Power Commission in United Docket 
Nos. G-1142 and G-2019 


.'The Order Brought Here for Review Violates 
the Express Terms of the Settlement Agree- 
ment Entered into by Respondent with Peti- 
tioner and Others in 1953 


1. The Order brought here for review, inso- 
far as it orders Mississippi to file retroactive 
rate reductions and make refunds for the 
period April 1, 1956, through October 31, 
1958, violates the express terms of the 
Settlement Agreement entered into by Re 
spondent with Petitioner and others in 1953 


2. The Order brought here for review, inso- 
far as it orders Petitioner to pay interest 
at 6 per cent per annum from time of 
receipt to time of refund upon the differ- 
ence between Petitioner’s collected rates 
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and the retroactive Tariff reduction there- 
in ordered to be filed for the period Jan- 
uary 1, 1956, through October 31, 1958, 
further violates the express terms of the 
1953 Settlement Agreement in Mississippi 
Docket No. G-2153, which did not provide 
for interest on refunds 


. The Order Brought Here for Review Requires 
Petitioner to Enrich Its Utility Customers 
Both by Way of Refunds and Retroactively 
Reduced Tariff Rates Plus Unlawful Interest 
at 6 Per Cent Per Annum, in an Amount Ap- 
proximately $2,000,000 in Excess of What 
Petitioner Has Received in Reduced Costs of 
Gas Purchased from United by Final Order 
of Respondent in United Docket Nos. G-1142 
and G-2019 


Il. The Subject Matter of the Order Brought Here 
For Review is Outside the Statutory Jurisdiction 
of The Respondent, Federal Power Commission 


III. The Federal Power Commission Order Brought 
Here for Review Was Issued Without Giving 
Petitioner a Hearing, Including Due Notice and 
the Opportunity to Present Evidence and Argu- 
ment Thereon 


Conclusion 
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Statutes INVOLVED 


Administrative Procedure Act, Section 5, [f (a) and 
(b) (5 U.S.C. Section 1004) 2 


Natural Gas Act, Section 22 (15 U.S.C. Section 
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JURISDICTIONAL STATEMENT 


This case is here on petition for review filed by Missis- 
sippi River Fuel Corporation, Petitioner, a ‘‘natural-gas”’ 
company within the meaning of the Natural Gas Act [15 
U.S.C. § 717b(6)] (Pet. for Rev., Par. AIT) to review an 
order of the Federal Power Commission, an independent 
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statutory administrative agency created by the Act of 
Congress known as the Federal Power Act (16 U.S.C. § 791, 
et seq.), having its principal office and place of business in 
the District of Columbia, (Pet. for Rev., Par. ATL) 
under and pursuant to Section 19b of the Natural Gas Act 
[15 U.S.C. § 717r(b)], which provides in part as follows: 


‘*Any party to a proceeding under this Act aggrieved 
by an Order issued by the Commission in such pro- 
ceeding may obtain a review of such Order in the Cir- 
cuit Court of Appeals of the United States for any 
Circuit wherein the natural-gas company to which the 
Order relates is located or has its principal place of 
business, or in the United States Court of Appeals for 
the District of Columbia, by filing in such Court, within 
sixty days after the Order of the Commission upon 
the application for rehearing, a written petition pray- 
ing that the Order of the Commission be modified or set 
aside in whole or in part.’’ 


Mississippi River Fuel Corporation, (‘‘Mississippi’’), 
Petitioner, is a corporation organized and existing under 
the laws of the State of Delaware. It owns and operates a 
natural gas pipeline transmission system extending from 
the Waskom and Woodlawn Fields in Eastern Texas to the 
Monroe Gas Field in Louisiana and then to markets in 
Arkansas, Missouri and Illinois, and terminates near St. 
Louis, Missouri, and Alton, Illinois. Mississippi maintains 
its principal office and place of business at St. Louis, Mis- 
souri. (Pet. for Rev., Par. AI.) 


The Commission’s Order here under review entitled 
**Order Approving Proposed Refund Requiring the Filing 
of Change in Rates and Providing for Other Refunds’’ was 
issued without hearing on January 23, 1959. (R. 287) 


Mississippi filed with the Commission a Petition for Re- 
hearing on February 6, 1959, (R. 421) which was granted 
by the Commission on March 5, 1959 (R. 429). But on 
April 2, 1959, the Commission issued without hearing its 
so-called ‘‘Order Affirming Requirement for Making Re- 
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funds and Terminating Stay’’ (R. 480) readopting, except 
as to time limitations, the aforesaid Order issued Janu- 
ary 23, 1959, entitled ‘‘Order Approving Proposed Refund 
Requiring the Filing of Change in Rates and Providing 
for Other Refunds’’. 


The Petition for Review herein was filed on May 29, 
1959, to review said Order of the Federal Power Commis- 
sion entitled ‘‘Order Approving Proposed Refund Requir- 
ing the Filing of Change in Rates and Providing for Other 
Refunds’’, issued January 23, 1959. 


The Petition for Review alleges that Petitioner is ag- 
grieved by said Order issued January 23, 1959, for the 
reason that it unlawfully requires Mississippi to file retro- 
active tariffs reducing rates and pay over the principal 
amount of such retroactive tariff reductions together with 
unlawful imterest to Mississippi’s resale customers, who 
are not entitled to it, in the amount of approximately 
$2,000,000 of Mississippi’s money. (Pet. for Rev., Par. B.) 


STATEMENT OF CASE 


The proceeding here for review was instituted by the 
Federal Power Commission, (‘‘“Commission’’), upon its 
own motion to enforce by Order an earlier Order of the 
same Commission in a rate case, FPC Docket No. G-2153, 
issued on June 3, 1953, upon the happening of the con- 
dition subsequent contained in said 1953 Order. 


Mississippi River Fuel Corporation appeals to this Hon- 
orable Court for relief primarily because the Federal Power 
Commission has violated a rate case settlement agreement 
which Mississippi entered into with this Commission in 1953. 


United Gas Pipe Line Company (‘‘United’’) is Missis- 
sippi’s principal gas supplier. In 1953, both Mississippi 
and United had rate eases pending before the Commission. 


Mississippi’s rate proceeding in 1953 was settled by 
agreement among Mississippi, its customers and Commis- 
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sion Staff Counsel. The agreement was approved by Com- 
mission Order issued June 3, 1953. 


The rates then being paid United by Mississippi for gas 
were under investigation by the Commission subject to 
adjustment and possible refund. The total amount paid 
by Mississippi to United for gas was an important element 
in Mississippi’s cost of service. The settlement agreement 
was based upon the cost of gas purchased from United at 
the rates then being charged. Provision was made, how- 
ever, that in the event United’s rates were ultimately re- 
duced resulting in lower costs of gas purchased by Missis- 
sippi from United, Mississippi was to pass on to its utility 
customers their proportionate share of the reduction in 
costs of gas purchased. 


The United rate case was decided by the Commission on 
November 8, 1955, was brought to this Court for review by 
Mississippi, and on July 8, 1957 the Commission’s Order 
was reversed and the case remanded for further proceed- 
ings. Petitions for writs of certiorari were filed by United 
and Mississippi and were denied December 16, 1957. 


Upon remand to the Commission a further hearing was 
held in August 1958, at which Mississippi accepted United’s 
proposed reduced rates for the closed-end period from 
November 8, 1955 through March 31, 1956, which by Com- 
mission Order on September 11, 1958 were approved. 
These rates were less than the rates charged at the time 
of the settlement in 1953 of Mississippi’s rate case. 


In the meantime, United had filed four additional rate 
increases over and above the rates upon which Mississip- 
pi’s rate settlement in 1953 was based. The Commission 
has not passed upon any of these increased rates, the first 
of which was made effective under bond on April 1, 1956. 
All of such rate increases are being presently collected 
under bond subject to adjustment by the Commission and 
possible refund. 
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On October 20, 1958 Mississippi advised the Commission 
by letter of its intent to comply with its obligation under 
the 1953 settlement by adjusting its rates for the closed-end 
period November 8, 1955 through March 31, 1956 and in- 
formally requested Commission approval of the closed-end 
period adjustment. The Order brought here for review 
and subsequent Commission action as hereinafter described 
then followed. 


The heart of this 1953 Settlement Agreement between 
Mississippi and the Commission, so far as this dispute is 
concerned, is that Mississippi agreed to pass on to the utility 
corporations to which it sells gas, whatever reductions it 
might receive by the final Order of the Commission in its 
costs of gas purchased from the corporation from which 
Mississippi buys most of its gas supply in a case then pend- 
ing involving the supplier’s rates. 


Mississippi is aggrieved not only because the Federal 
Power Commission in 1959 has grossly violated the spirit, 
purpose and intent, as well as the express terms of its 1953 
settlement agreement with Mississippi, by ordering Mis- 
sissippi to enrich unjustly its utility customers by paying 
over to them about $2,000,000 more than the Commission 
well knows Mississippi has received in reduced costs of gas 
purchased from its supplier by the final Order in the sup- 
plier’s rate case, but also because in entering the Order 
breaking its solemn 1953 agreement with Mississippi, the 
Commission arbitrarily failed and refused to give Missis- 
sippi notice and opportunity to be heard, and further 
assumed to exercise the jurisdiction of the District Courts 
of the United States. 
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l. Mississippi's “Proposed Settlement” and the Federal Power 
Commission’s Order Issued June 3, 1953, Entitled “Memo- 
randum Opinion No. 253 and Order Accepting Proposed 
Settlement, Making Effective Tariff Changes and Terminat- 
ing Proceeding, Upon Conditions Specified in the Order” 
in Mississippi's Docket No. G-2153. 


In early 1953 Mississippi was engaged in a rate case 
before the Federal Power Commission involving its pipe- 
line sales for resale subject to the jurisdiction of the 
Federal Power Commission, hereinafter referred to as 
Mississippi Docket No. G-2153, wherein certain of Mis- 
Sissippi’s resale customers were parties intervenor. (R. 1, 
213-214). 

At the same time, and likewise in early 1953, Mississippi 
was an intervening party in a case before the Federal 
Power Commission involving the rates charged to Missis- 
sippi by Mississippi’s principal supplier, United Gas Pipe 
Line Company, hereinafter referred to as United Docket 
Nos. G-1142 and G-2019. (R. 296, 299-300). 


In order to settle Mississippi’s Docket No. G-2153, 
Mississippi made by stipulation with several intervenors 
and Commission Staff Counsel a ‘‘Proposed Settlement’’ 
(R. 49-59) which contained Paragraphs VI and VII with 
respect to United Gas Pipe Line Company Docket Nos. 
G-1142 and G-2019 (R. 56-59) : 


6soVy? 


“If United Gas Pipe Line Company is required by any 
final order of the Commission which is accepted by 
United or becomes final in any court review or other- 
wise, in the proceedings in Commission Docket No. 
G-2019 to refund to Mississippi any part of the charges 
now being collected under bond, such portion, if any, 
of such refund attributable to natural gas purchased 
from United by Mississippi after 7 a.m. on April 10, 
1953, * * * and, resold to the utility customers of 
Mississippi, unless otherwise ordered by the Commis- 
sion, shall be refunded to such utility customers. Such 
refund, if any, by Mississippi shall be made within 60 
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days after the receipt by Mississippi of any refund 
from United or after such order becomes final, which- 
ever is later. The manner of determining the amount 
of any such refund attributable to sales for resale by 
Mississippi to its utility customers and of determining 
the amounts to be refunded to the respective utility 
customers of Mississippi is as follows: 


**(1) The refund to Mississippi’s utility customers 
shall consist of 77.31% of the refund made by 
United to Mississippi in respect to any reduction 
in the demand charges in United’s rates appli- 
cable to the period specified next above, plus 
41.52% of the refund made by United to Missis- 
sippi in respect of any reduction in the com- 
modity charges in United’s rates applicable for 
said period; and 


The refund to Mississippi’s utility customers, 
determined in accordance with subparagraph (1) 
next above, shall be refunded to Mississippi’s 
utility customers in proportion to the demand 
and commodity units, respectively, billed each 
utility customer during the period from 7 a.m. 


on April 10, 1953, to the time that United’s re- 
duced rates become effective.’’ 


‘ov? 


“<If United Gas Pipe Line Company is required by any 
final order or orders of the Commission, which are 
accepted by United or become final in any court review 
or otherwise, in the proceedings in Commission Docket 
Nos. G-1142 and G-2019, or either of them, to make any 
reduction in the rates to be charged or collected for 
natural gas sold by United to Mississippi, then Mis- 
sissippi, unless otherwise ordered by the Commission, 
shall file with the Commission changes in its Rate 
Schedule F-1 to reduce the rates therein provided so 
as to pass on to its utility customers the proper amount 
(not to be in excess of the amounts provided below) 
of any such rate reduction ordered and made effective 
by the Commission in respect of United’s rates. The 
said change in Mississippi’s Rate Schedule F-1 is to be 
filed within 60 days after the date on which the order 
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reducing United’s rates becomes final, to be effective 
as of the date as of which the reduction in United rates 
is made effective. The manner of determining the 
amount of such rate reduction to be made by Missis- 
sippi attributable to reduced costs of gas purchased by 
Mississippi from United and to be applicable to sales 
for resale by Mississippi to its utility customers, is as 
follows: 


“‘(1) The reduction in the monthly demand charge in 
Rate Schedule F-1 shall be determined by divid- 
ing one twelfth of 77.31% of the annual reduc- 

_ tion in the demand charges made effective in 
United’s rate schedules applicable to its sales 

| to Mississippi by the number of billing demand 
units for the month in which the reduction in 
United’s rates becomes effective, but not less 
than 373,500. 


The reduction in the commodity rate in Missis- 
sippi’s Rate Schedule F-1 shall be determined by 
dividing 41.52% of the annual reduction in the 
commodity charges made effective in United’s 
rate schedules applicable to its sales to Missis- 
sippi by the total annual quantity of natural gas 
sold under Rate Schedule F-1 during the twelve 
months immediately preceding the first day of 
the month in which the reduction in United’s 
rates becomes effective. 


‘*Tf, in ordering such rate reduction in United’s rates 
either the demand charge or commodity charge is in- 
creased, then the reduction to be made by Mississippi 
in the demand charge and commodity charge in Rate 
Schedule F-1 shall be varied to the extent necessary to 
carry out the purpose of having Mississippi pass on to 
its utility customers only the proper proportion of any 
such over-all reduction of United’s rates.’ 


At the time this ‘‘Proposed Settlement’? was presented 
to the Commission, Mississippi’s counsel stated inter alia 
(RB. 65): 


**Fourth, Mississippi reserves all rights which it 
has as an intervener in rate matters of United Gas 
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Pipe Line Company, and the making of this agreement 
of settlement shall not be considered as affecting in 
any way such rights.’’ 


This ‘‘Proposed Settlement”’ of Mississippi’s, including 
Paragraphs VI and VII thereof, was approved by the 
Federal Power Commission in Paragraph (F) of the Order 
issued June 3, 1953, as part of ‘‘Memorandum Opinion 
No. 253 and Order Accepting Proposed Settlement, Making 
Effective Tariff Changes, and Terminating Proceeding, 
Upon Conditions Specified in the Order”? in Mississippi 
Docket No. G-2153, (R. 209-226) which provided (R. 225): 


‘<(F) Mississippi shall, in accordance with Paragraphs 
VI and VII of the aforesaid ‘Proposed Settle- 
ment’ submitted herein on May 22, 1953, unless 
otherwise ordered by the Commission, make the 
refunds and file the changes in the Rate Schedule 
F-1, if United Gas Pipe Line Company is re- 
quired by any final order or orders of the Com- 
mission, which are accepted by United or become 


final in any Court review or otherwise, to make 

any refunds or rate reductions to Mississippi 

in the proceedings pending in Commission 

Rocks Nos. G-1142 and G-2019, or in either of 
em.’?” 


2. History of United Gas Pipe Line Company’s 
Docket Nos. G-1142 and G-2019. 


On October 12, 1948, the Commission instituted an in- 
vestigation, pursuant to Section 5 of the Natural Gas Act, 
to determine whether any rate, charge, service or classifi- 
cation observed, charged or collected by United for or in 
connection with the transportation or sale of natural gas 
subject to the jurisdiction of the Commission, is un- 
just, unreasonable, unduly discriminatory or preferential. 
(Docket No. G-1142) (R. 299) 


On July 3, 1952, United filed its conversion tariff pro- 
viding for an increase in the rates and charges for the 
sale of gas to its four pipeline customers. This increase 
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was suspended by Order of the Commission issued August 
1, 1952, and became effective subject to refund January 3, 
1953. (Docket No. G-2019) (R. 300) 


Prior! to the making of Mississippi’s ‘‘Settlement Pro- 
posal’? in Mississippi Docket No. G-2153, Mississippi was 
paying United Gas Pipe Line Company for gas sold under 
Mississippi’s ‘‘Old Contract’? with United a rate fixed by 
United’s PL-3 rate schedule of 65 cents demand charge and 
9 cents commodity charge. (R. 300) And Mississippi was 
at the same time paying United for gas purchased under 
Mississippi’s ‘‘New Contract’’ with United under United’s 
PL-2 rate schedule a rate of $1.30 demand charge and 12% 
cents commodity charge (R. 301) 


On July 18, 1955, the Presiding Examiner filed his 
decision and accompanying order abrogating Mississippi’s 
two contract rates and fixing a single rate for all gas sold 
by United to Mississippi of 75 cents demand charge and 
10 cents commodity charge. (R. 414, 415) 


By Order adopted November 2, 1955, and issued Novem- 
ber 8, 1955, the Commission approved the Examiner’s deci- 
sion and required United to file ‘‘within twenty (20) days of 
the issuance of this Order’’, i.e. by November 28, 1955, a 
schedule of rates in accordance with the Examiner’s Order, 
namely 75 cents demand charge and 10 cents commodity 
charge. (R. 417) 


After Mississippi’s application for rehearing of the 
Commission’s Order in United Docket Nos. G-1142 and 
G-2019 was denied, Mississippi filed a petition for review 
with this Court. Mississippi’s said petition for review 
in Mississippi River Fuel Corporation v. Federal Power 
Commission, Respondent, United Gas Pipe Line Company, 
Intervenor, (C.A.D.C. No. 13199) (1957) 252 F.2d 619, 
attacked the Commission’s Order in United Docket Nos. 
G-1142 and G-2019 upon the following grounds, as stated 
in the majority Opinion at p. 621: 
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<< **(1.) The Commission allowed as a cost of service 
the full prices paid for gas by United to an affiliate 
wholly owned by a common parent; (footnote omitted) 
(2.) The Commission approved a rolled-in form of 
rate for sales to Mississippi, ignoring the prior contract 
commitments and the widely different costs incurred in 
supplying those commitments; (3) The Commission 
abrogated a 1945 purchase agreement (a supplement 
to the 1929 contract) between United and Mississippi 
by omitting a provision requiring United to supply 
such quantities of gas as Mississippi might nominate by 
1961 and by inserting a minimum take-or-pay pro- 
vision; and (4.) The Commission directed United to 
file a rate schedule containing rates higher than the 
1929 contract then on file. (footnote omitted) ’’ 


This Court vacated the Commission’s Order in Docket 
Nos. G-1142 and G-2019 and remanded the case to the 
Federal Power Commission for further proceedings look- 
ing toward further findings with respect to Point 1., the 
cost of gas purchased by United from the affiliated Union 


Producing Company. Mississippi v. FPC, et al., C.A.D.C. 
No. 13199, supra. 


Both Mississippi and United filed separate Petitions for 
a Writ of Certiorari to the Supreme Court of the United 
States, and both of these Petitions were denied. (355 U-S. 
904) 

As required by the mandate of this Court in Mississippt 
v. FPC, et al., (C.A-D.C. No. 13199), (1957) 252 F. 2d 619, 
which vacated the Commission’s Order fixing the rate for 
sales by United to Mississippi at 75 cents demand charge 
and 10 cents commodity charge, and remanded the case to 
the Commission for further proceedings, the Commission 
held further hearings in August, 1958 at which United made 
a purported showing as to the costs of its affiliate, Union 
Producing Company. At the close of United’s case on 
remand counsel for Mississippi stated (R. 245) : 


<c@ © © Without prejudice, therefore, so far as other 
pending proceedings are concerned, I am authorized 
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and directed to say that Mississippi hereby accepts the 
PL-C rate of 75 cents demand and 10 cents commodity 
for the period up to, but not including, the effective 
date of the rates filed in Docket No. G-9547.”’ * 


On September 11, 1958, the Commission issued its ‘‘Order 
Approving Settlement and Terminating Proceedings’’ in 
United Docket Nos. G-1142 and G-2019, and said Order be- 
came final thirty days thereafter in the absence of any 
application for rehearing being filed by any party thereto. 
(R. 290) Said final Order in United’s Docket Nos. G-1142 
and G-2019 and the record of the short hearing which pre- 
ceded it are not included in the Commission’s Certificate 
of Transcript of Record herein as a part ‘‘of the material 
comprising the complete record upon which the Order com- 
plained of was entered.’’ Petitioner will move to enlarge 
the Commission’s certificate of transcript of record to in- 
clude these matters. 


In the Commission’s ‘‘Order Approving Settlement and 


Terminating Proceedings’’ in United Docket Nos. G-1142 
and G-2019 on September 11, 1958, the Commission said at 


page 6: 


‘‘United has advised us that it has refunded to Missis- 
sippi, and the latter has accepted, $161,137.71 (appar- 
ently without interest) representing the difference 
between amounts billed under the two contracts with 
Mississippi and the amount due under Rate Schedule 
PL-C, (75-cent and 10-cent rate) for the period be- 
ginning November 8, 1955, the date of our Order 
adopting the Presiding Examiner’s decision, and end- 
ing December 31, 1955, a few days before our Order 
permitting the 75-cent and 10-cent rate to become effec- 
tive as of November 8, 1955.’ 


And in said ‘‘Order Approving Settlement and Ter- 
minating Proceeding’’ in United Docket Nos. G-1142 and 


* On September 30, 1955, United had filed a further rate increase for sales to 
Mississippi under Section 4 of the Natural Gas Act, which was at first sus- 
pended and docketed as FPC Docket No. G-9547, and which then went into 
effect, subject to refund, effective April 1, 1956. (BR. 419-420) 
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G-2019, issued September 11, 1958, the Commission ordered 

in paragraph (B) on page 7: 
‘‘(B) The refund made by United to, and accepted by, 
Mississippi and representing the difference between 
amounts billed by United under Rate Schedules PL-2 
($1.30—12% cents) and PL-3 (65 cents—9 cents) and 
the amount due under Rate Schedule PL-C (75 cents 
—10 cents) for the period beginning November 8, 1955, 
and ending December 31, 1955, is hereby approved.”’ 


The Commission’s final Order issued September 11, 1958, 
in United Docket Nos. G-1142 and G-2019 thus approved 
the refund made by United to Mississippi for the period 
beginning November 8, 1955, and ending December 31, 1955. 


Said final Order of the Commission entitled ‘‘Order Ap- 
proving Settlement and Terminating Proceeding’’ in United 
Docket Nos. G-1142 and G-2019, issued September 11, 1958, 
likewise approved the agreement of United and Mississipp1 
reducing United’s rates for the period January 1, 1956, 
through March 31, 1956, only. After quoting the 1958 State- 
ment of Counsel for Mississippi as accepting the ‘“PL-C 
rate of 75 cents demand and 10 cents commodity for the 
period up to but not including the effective date of the 
rates filed in Docket No. G-9547’’ (April 1, 1956, was the 
effective date of the rates filed in Docket No. G-9547), the 
Commission ordered in paragraph (A) on page 7 of the 
mimeographed Order: 


‘*(A) The Settlement of these proceedings on the basis 
and terms proposed and agreed to between United and 
Mississippi is hereby approved and made effective, 
subject to the terms and conditions hereinafter or- 
dered.’” 


Paragraph (C) of said ‘‘Order Approving Settlement 
and Terminating Proceeding”’ in United Docket Nos. G-1142 
and G-2019, issued September 11, 1958, provided (mimeo- 
graphed Order, page 8) : 


‘$(C) The proceedings in Docket Nos. G-1142 and 
G-2019 are hereby terminated.”’ 
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This final Order issued September 11, 1958, in United 
Docket Nos. G-1142 and G-2019, thus made effective the 
75-cent demand and 10-cent commodity rates to Mississippi 
for the period January 1, 1956, through April 30, 1956, 
which had previously been charged and collected pursuant 
to an Order of the Commission which had been vacated and 
set aside by order of this Court pending further proceed- 
ings before the Commission, which proceedings had now 
been concluded. 


3. Mississippi's Letter Submitted October 20, 1958, Informing 
the Commission of Its Plan to Comply With the Com- 
mission’s Order of June 3, 1953, in Mississippi Docket 
No. G-2153. 


By letter submitted October 20, 1958, Mississippi in- 
formed the Commission of its plan to comply with the 
Commission’s Order of June 3, 1953, in Docket No. G-2153, 
for a refund to Mississippi’s utility customers for the 
period November 8, 1955, to December 31, 1955, and for a 
retroactive rate reduction to such customers for the closed- 


end period January 1, 1956, through March 31, 1956, and 
respectfully requested the Commission’s approval thereof. 
(R. 242-256) 


This letter dated October 20, 1958, addressed to the Fed- 
eral Power Commission and signed by A. W. Manley, Vice 
President of Mississippi River Fuel Corporation, sum- 
marized Mississippi’s proposed compliance with the Com- 
mission’s Order of June 3, 1953, in Mississippi Docket No. 
G-2153, as follows (R. 246-247): 


*“*C. Refund to Mississippi’s Utility Customers for 
Period November 8, 1955, Through December 31, 
1955, and Retroactive Rate Reduction to Missis- 
sippi’s Utility Customers for the Closed-end Pe- 
riod January 1, 1956, Through March 31, 1956. 


“<The refund received by Mississippi from United for 
the period November 8, 1955, through December 31, 
1955, amounted to $161,137.71, consisting of $108,540.40 
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demand charges and $52,579.31 commodity. Missis- 
sippi is obliged to pass on to its utility customers 
77.31% of the demand charge refund and 41.52% of 
the commodity refund. The total refund to Missis- 
sippi’s utility customers as a result of the refund by 
United for the period November 8, 1955, through De- 
cember 31, 1955, is thus $105,750.98, as computed on 
‘Exhibit B’, hereto attached and made a part hereof. 


‘‘The retroactive reduction which Mississippi is re- 
quired to file in its F-1 Rate Schedule for the closed- 
end period January 1, 1956, through March 31, 1956, 
amounts to 11¢ in the demand rate and .11¢ in the com- 
modity rate, as appears from ‘Exhibit C’, hereto at- 
tached and made a part hereof. The required retro- 
active rate reduction to Mississippi’s utility customers 
for the period January 1, 1956, through March 31, 1956, 
on this basis would be $178,684.78. However, for the 
purpose of providing a total refund and retroactive 
rate reduction of $300,575.18 (approximately the total 
referred to in the Commission’s Order issued Septem- 
ber 11, 1958, in United Dockets G-1142 and G-2019), the 
retroactive commodity rate reduction has been volun- 
tarily increased to .16¢ per Mcf and the retroactive 
rate reduction to Mississippi’s utility customers for 
the closed-end period January 1, 1956, through March 
31, 1956, has been accordingly increased to $194,824.20, 
as computed on ‘Exhibit D’, hereto attached and made 
a part hereof. 


‘‘Copies of this letter and the enclosures have been 
sent to the parties listed on the attached Certificate of 
Service. 


‘¢Your approval of the foregoing plan for refund to 
Mississippi’s utility customers for the period Novem- 
ber 8, 1955, through December 31, 1955, and the retro- 
active rate reduction to Mississippi’s utility customers 
for the closed-end period January 1, 1956, through 
March 31, 1956, summarized on the attached ‘Exhibit 
E’, is hereby requested.”’ 


Exhibit A thereto, which was a proposed ‘‘Substitute 
Third Revised Sheet No. 4 for the Closed-end Period Janu- 
ary 1, 1956, through March 31, 1956”’, was limited by the 
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following proviso set forth at the bottom thereof with re- 
spect to the effective period covered thereby, as follows 
(R. 248): 


‘‘Effective January 1, 1956, through March 31, 1956, 
only—pursuant to Opinion No. 253 and Order issued 
June 3, 1953, in FPC Docket No. G-2153.”’ 


4. The Commission’s Order of January 23, 1959, in Mississippi 
Docket No. G-2153, Which Is Here for Review. 


On January 23, 1959, the Commission entered its so-called 
‘“‘Order Approving Proposed Refund Requiring the Filing 
of Change in Rate and Providing for Other Refunds’’, 
(R. 287-294) wherein the Commission did approve both 
Mississippi’s proposed refund to its utility customers for 
the period November 8, 1955, through December 31, 1955, 
(R. 293) and Mississippi’s proposed retroactive rate reduc- 
tion to Mississippi’s utility customers for the period Janu- 
ary 1, 1955 through March 31, 1956, (R. 293) both being 
designed to pass on to Mississippi’s utility customers the 
proper proportion of both the refund and the retroactive 
rate reduction which Mississippi had received from United 
through March 31, 1956, by reason of the Commission’s 
final Order aforesaid issued in United Docket Nos. G-1142 
and G-2019. 


But the Commission went on to find ‘‘that it is necessary 
and appropriate in the public interest * * * (2) to require 
Mississippi to file a substitute tariff sheet without any 
language purporting to limit its effectiveness for the period 
of January 1, 1956, through March 31, 1956, only.’’ (R. 292) 


And the Commission further found “‘that it is necessary 
and appropriate * * * (4) to provide for appropriate refund 
for the period from January 1, 1956, through October 31, 
1958, constituting the difference in charges between those 
actually made and collected from Mississippi’s customers 
during that period and those computed under its F-1 rate 
as shown in its Substitute Third Revised Sheet No. 4 to 
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Mississippi’s FPC Gas Tariff, Original Volume No. 1.’’ 
(R. 292) 


Moreover, the Commission ordered Mississippi to file 
retroactively reduced tariff rates under paragraph VII of 
the Settlement Agreement and Order in Mississippi Docket 
No. G-2153 for the period ending October 31, 1958. (R. 
293) 


Although the Commission did not order Mississippi to 
pay interest to its resale customers on the refunds which 
Mississippi had received from United for the period from 
November 8, 1955, through December 31, 1955, the Com- 
mission did in said Order of January 23, 1959, brought 
here for review, order Mississippi to pay interest on the 
excess collected over and above the ordered retroactively 
reduced tariff rates for the period from January 1, 1956, 
through October 31, 1958. (R. 293) 


5. Mississippi's Petition for a Rehearing and the Commission’s 
Orders Thereon. 


On February 6, 1959, Mississippi filed in Mississippi 
Docket No. G-2153 its Petition for Rehearing of Com- 
mission Order issued January 23, 1959. (R. 421-428) 


Said Petition for Rehearing specified in paragraphs 4 
and 5 thereof the errors complained of, which are the errors 
complained of here, as follows (R. 424-426) : 


‘‘4. That on January 23, 1959, the Commission en- 
tered its so-called ‘Order Approving Proposed Refund 
Requiring the Filing of Change in Rate and Providing 
for Other Refunds’ herein, wherein the Commission 
did approve Mississippi’s proposed reduction designed 
to pass on to Mississippi’s utility customers the proper 
proportion of the rate reduction which it had received 
from United through March 31, 1956, by reason of the 
Commission Order issued against United in Commis- 
sion Docket Nos. G-1142 and G-2019. Then, without 
considering or discussing the plain language, purpose 
and intent of said last sentence of Paragraph VII of 
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said Proposed Settlement submitted herein on May 22, 
1953, and incorporated into and made a part of said 
Paragraph (F) of said 1953 Order in Docket No. 
G-2153, without the agreement of Mississippi, without 
any authority under and contrary to the express terms 
of the 1953 Settlement Agreement and Order herein, 
without any statutory authority and without notice or 
hearing, the Commission went on to order Mississippi 
to make a further and wholly unauthorized retroactive 
rate reduction to pass on to its utility customers for 
the period April 1, 1956, through October 31, 1958, a 
rate reduction which Mississippi had never received 
from United, and in addition thereto, the Commission, 
without any authority in law or in fact, ordered Mis- 
sissippi to pay interest at 6 per cent to its customers 
on the excess collected over and above said entire 
retroactive rate reduction for the period January 1, 
1956, through October 31, 1958, from the time of receipt 
of such amounts to the time of refund. 


‘<5. Upon the face of said Order of January 23, 1959, 
there appear the following errors, among others, to wit: 


‘$A. That the Commission erred in finding ‘that it 
is necessary and appropriate in the public interest 
* * © (2) to require Mississippi to file a substitute 
tariff sheet without any language purporting to limit 
its effectiveness for the period of January 1, 1956, 
through March 31, 1956, only.’ 


‘“‘B. That the Commission erred in finding ‘that it 
is necessary and appropriate * * * (4) to provide for 
appropriate refund for the period from January 1, 
1956, through October 31, 1958, constituting the dif- 
ference in charges between those actually made and 
collected from Mississippi’s customers during that 
period and those computed under its F-1 Rate as 
shown in its Substitute Third Revised Sheet No. 4 
e Mississippi’s FPC Gas Tariff, Original Volume 

0. 1’. 


“‘C. That the Commission erred in ordering that 
Mississippi should file retroactively reduced tariff 
rates under Paragraph VII of the Settlement Agree- 
ment and Order herein for the period ending Octo- 
ber 31, 1958. 
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‘‘D. That the Commission erred in failing to con- 
sider and give effect to the last sentence of Para- 
graph VII of the Proposed Settlement incorporated 
into Paragraph (F) of said 1953 Order in Docket 
No. G-2153, which provided: 


“¢ ‘Tf, in ordering such rate reduction in United’s 
rates either the demand charge or commodity 
charge is increased, then the reduction to be made 
by Mississippi in the demand charge and com- 
modity charge in Rate Schedule F-1 shall be varied 
to the extent necessary to carry out the purpose of 
having Mississippi pass on to its utility customers 
only the proper proportion of any such over-all 
reduction of United’s rates.’ 


‘‘®. That the Commission erred in ordering Mis- 
sissippi to pay interest on such refunds to its cus- 
tomers from the time of receipt of such amounts to 
the time of refund. 


‘“‘F. That the Commission erred in making said 
Order without hearing and without giving Mississippi 
notice and opportunity to be heard.’’ 


On March 5, 1959, the Commission issued in Docket No. 
G-2153 its ‘‘Order Granting Petition for Rehearing and 
Stay’’. (R. 429) In making said ‘‘Order Granting Petition 
for Rehearing and Stay’’, issued March 5, 1959, the Com- 
mission specifically stated: 


‘In its Petition, Mississippi alleged that the Com- 
mission erred in issuing the aforesaid Order because, 
inter alta, it was issued ‘without hearing’ and without 
giving Mississippi notice and opportunity to be heard’’. 

‘The Commission finds: It is appropriate and proper 
in the administration of the Natural Gas Act that there 
be a rehearing of the Commission’s Order issued 
January 23, 1959, in these proceedings.”’ 


On April 2, 1959, the Commission issued in Docket No. 
G-2153 without notice or hearing its so-called ‘‘Order Af- 
firming Requirement for Making Refunds and Terminat- 
ing Stay’’, (R. 430-435) readopting, except as to time limi- 
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tations, the aforesaid Order issued January 23, 1959, en- 
titled ‘Order Approving Proposed Refund Requiring the 
Filing of Change in Rate and Providing for Other Re- 
funds’’. (R. 435) 


On April 15, 1959, Mississippi filed with the Commission 
in Docket No. G-2153 its ‘‘Petition for Rehearing and Stay 
of Order of the Commission Issued April 2, 1959, Entitled 
Order Affirming Requirement for Making Refund and Ter- 
minating Stay”’, readopting, except as to time limitations, 
Order issued January 23, 1959, entitled ‘‘Order Approv- 
ing Proposed Refund Requiring the Filing of Change in 
Rate and Providing for Other Refunds’. (R. 436-445) 


By letter dated April 22, 1959, the Commission’s Secre- 
tary rejected said Petition for Rehearing and returned the 
copies thereof to Mississippi, asserting that: 


‘‘An application for rehearing and stay does not lie 
upon an order of rehearing and stay, nor is there any 


provision in the Commission’s rules for such an appli- 
cation. Moreover, your application seeks substantially 
the same relief sought by the proposal and petition 
disposed of by the Commission’s Orders issued on 
January 23, and April 3, (sic) 1959.’? (R. 446) 


STATUTES INVOLVED 


The statutes involved are the Natural Gas Act, Section 
92, (15 U.S.C. Section 717u) which provides: 


Src, 22. The District Courts of the United States, 
the District Court of the United States for the District 
of Columbia, and the United States courts of any Ter- 
ritory or other place subject to the jurisdiction of the 
United States shall have exclusive jurisdiction of viola- 
tions of this act or the rules, regulations, and orders 
thereunder, and of all suits in equity and actions at law, 
brought to enforce any liability or duty created by, or 
to enjoin any violation of, this act or any rule, regula- 
tion, or order thereunder. Any criminal proceeding 
shall be brought in the district wherem any act or 
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transaction constituting the violation occurred. Any 
suit or action to enforce any liability or duty created 
by, or to enjoin any violation of, this act or any rule, 
regulation, or order thereunder may be brought in any 
such district or in the district wherein the defendant 
is an inhabitant, and process in such cases may be 
served wherever the defendant may be found. Judg- 
ments and decrees so rendered shall be subject to re- 
view as provided in sections 128 and 240 of the Judi- 
cial Code, as amended (US.C., title 28, secs. 225 and 
347). No costs shall be assessed against the Commis- 
sion in any judicial proceeding by or against the Com- 
at under this act. [52 Stat. 833 (1938) ; 15 U.S.C. 
§ 7170 


and the Administrative Procedure Act, Section 5, para- 
graphs (a) and (b), (5 U.S.C. Section 1004) which provides: 


‘In every case of adjudication required by statute 
to be determined on the record after opportunity for 
an agency hearing, except to the extent that there is 
involved (1) any matter subject to a subsequent trial 


of the law and the facts de novo in any court; (2) the 
selection or tenure of an officer or employee of the 
United States other than examiners appointed pursuant 
to section 11; (3) proceedings in which decisions rest 
solely on inspections, tests, or elections; (4) the con- 
duct of military, naval, or foreign-affairs functions; 
(5) cases in which an agency is acting as an agent for 
a court; and (6) the certification of employee repre- 
sentatives— 


‘<(a) Notice: Persons entitled to notice of an agency 
hearing shall be timely informed of (1) the time, place, 
and nature thereof; (2) the legal authority and juris- 
diction under which the hearing is to be held; and 
(3) the matters of fact and law asserted. In instances 
in which private persons are the moving parties, other 
parties to the proceeding shall give prompt notice of 
issues controverted in fact or law; and in other in- 
stances agencies may by rule require responsive plead- 
ing. In fixing the times and places for hearings, due 
regard shall be had for the convenience and necessity 
of the parties or their representatives. 
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‘*(b) Procedure: The agency shall afford all in- 
terested parties opportunity for (1) the submission 
and consideration of facts, arguments, offers of settle- 
ment, or proposals of adjustment where time, the 
nature of the proceeding, and the public interest 
permit, and (2) to the extent that the parties are 
unable so to determine any controversy by consent, 
hearing, and decision upon notice and in conformity 
with sections 7 and 8.’’ 


STATEMENT OF POINTS 


1. The Order of the Federal Power Commission brought 
here for review violates the rate case settlement agreement 
proposed to the Federal Power Commission by Petitioner 
and others in good faith and accepted by the Commission’s 
Order of June 3, 1953 In the Matter of Mississippi River 
Fuel Corporation, FPC Docket No. G-2153 in that: 


(a) Said Order requires Petitioner to file a retro- 
active rate reducing tariff applicable to its utility 
customers for the period April 1, 1956 through October 
31, 1958 and to refund to them monies which Petitioner 
has never received from its supplier, United Gas Pipe 
Line Company as a result of the Commission’s final 
order on remand from this Court in United’s FPC 
Docket Nos. G-1142 and G-2019, and, 


(b) Said order requires Petitioner to pay interest at 
6% per annum to the time of refund upon the differ- 
ence between Petitioner’s collected rates and the retro- 
actively reduced tariff ordered to be filed for the period 
January 1, 1956 through October 31, 1958. 


(Assignments of Error—Petition for Rehearing of Com- 
mission’s Order Issued Without Hearing January 23, 1959, 
Entitled ‘‘Order Approving Proposed Refund Requiring 
the Filing of Change in Rates and Providing for Other 
Refunds’’, Paragraphs 4, and 5A-E incl. R. 424-426) 


2. The subject matter of the Order brought here for 
review is outside the statutory jurisdiction of the Respond- 
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ent, Federal Power Commission. (Assignments of Error 
—Petition for Rehearing of Commission’s Order Issued 
Without Hearing January 23, 1959, Entitled ‘‘Order Ap- 
proving Proposed Refund Requiring the Filing of Change 
. in Rates and Providing for Other Refunds’’, Paragraph 4, 
R. 424-425) 


3. The Federal Power Commission’s Order brought here 
for review was unlawfully issued without giving Peti- 
tioner a hearing, including due notice and the opportunity 
to present evidence and argument thereon. (Assignments 
of Error—Petition for Rehearing of Commission’s Order 
Issued Without Hearing January 23, 1959, Entitled ‘‘Order 
Approving Proposed Refund Requiring the Filing of 
Change in Rates and Providing for Other Refunds’’, Para- 
graph 5B. R. 426) 


OUTLINE OF ARGUMENT 
I. 


The Order brought here for review violates the rate 
ease settlement agreement proposed to the Federal Power 
Commission by Petitioner and others in good faith and ac- 
cepted by the Commission’s Order of June 3, 1953, in the 
matter of Mississippi River Fuel Corporation FPC Docket 
No. G-2153. 


The Order brought here for review violates the spirit, 
purpose and intent of the settlement agreement entered into 
in 1953 by the Commission with Petitioner and others. The 
spirit, purpose and intent of the Settlement Agreement 
entered into by the Federal Power Commission with Mis- 
sissippi and others in 1953 in Mississippi Docket No. G-2153 
is that Mississippi should pass on to its utility customers, 
whether by way of refund or reduced tariff rates, whatever 
reductions in cost of gas purchased applicable to sales for 
resale Mississippi might receive from United by the final 
Order of the Federal Power Commission in United Docket 





24 


Nos. G-1142 and G-2019. In the event that the Commission 
hereafter reduces United’s rates for gas sold to Mississippi 
in subsequent United dockets below the 1953 level, the Com- 
mission has ample power under the ‘‘unless otherwise 
ordered by the Commission’’ clause of Paragraph VII of 
the 1953 Settlement Agreement to require Mississippi to 
pass on to its utility customers in accordance with the 
basic purpose and intent of the Agreement their propor- 
tionate share of such “‘reduced costs of gas purchased by 
Mississippi from United’’ so long as the Mississippi rates 
approved in the 1953 Settlement Agreement continued in 
effect. 


The Order brought here for review violates the spirit, _ 
purpose and intent, as well as the express terms of the 
1953 Settlement Agreement in Mississippi Docket No. 
G-2153, for the reason that it requires Petitioner to enrich 
unjustly its utility customers, both by way of refunds 
and retroactively reduced tariff rates, in an amount greatly 
in excess of the reduction in costs of gas purchased ap- 
plicable to sales for resale which Mississippi received from 
United by the final Order of the Federal Power Com- 
mission in United Docket Nos. G-1142 and G-2019. The 
Order brought here for review, insofar as it orders Mis- 
sissippi to file retroactive rate reductions and make re- 
funds for the period April 1, 1956, through October 31, 
1958, violates the express terms of the Settlement Agree- 
ment entered into by Respondent with Petitioner and 
others in 1953. 


The Order brought here for review, insofar as it orders 
Petitioner to pay interest at 6 per cent per annum from 
time of receipt to time of refund upon the difference 
between Petitioner’s collected rates and the retroactive 
tariff reduction therein ordered to be filed for the period 
January 1, 1956, through October 31, 1958, further vio- 
lates the express terms of the 1953 Settlement Agreement 
in Mississippi Docket No. G-2153, which did not provide 
for interest on refunds. 
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The Order brought here for review requires Petitioner 
to enrich its utility customers both by way of refunds and 
retroactively reduced tariff rates plus unlawful interest at 
6 per cent per annum, in an amount approximately 
$2,000,000 in excess of what Petitioner has received in re- 
duced costs of gas purchased from United by final Order 
of Respondent in United Docket Nos, G-1142 and G-2019. 


II. 


The subject matter of the Order brought here for review 
is outside the statutory jurisdiction of the Respondent, 
Federal Power Commission. The Natural Gas Act does 
not authorize the Commission to fix rates retroactively or 
to order a natural-gas company to file a retroactive tariff, 
as this Order does. Moreover, the Order brought here fer 
review, in that it purports to enforce a prior Order of the 
Commission, is outside the jurisdiction of the Federal 
Power Commission and within the exclusive jurisdiction of 
the District Courts of the United States. 


Tif. 


The Federal Power Commission Order brought here for 
review was issued without giving Petitioner a hearing, in- 
cluding due notice and the opportunity to present evidence 
and argument thereon. Respondent’s error in denying 
Petitioner a hearing, including due notice and opportunity 
to present evidence and argument thereon, was prejudicial 
not only to Petitioner but also to the public interest. 
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ARGUMENT 
L 


THE ORDER BROUGHT HERE FOR REVIEW VIOLATES THE 
RATE CASE SETTLEMENT AGREEMENT PROPOSED TO THE 
FEDERAL POWER COMMISSION BY PETITIONER AND 
OTHERS IN GOOD FAITH AND ACCEPTED BY THE COM- 
MISSION’S ORDER OF JUNE 3, 1953, IN RE MISSISSIPPI 
RIVER FUEL CORPORATION FPC DOCKET NO. G-2153. 


A. The Order Brought Here for Review Violates the Spirit. 
Purpose and Intent, as Well as the Express Terms of 
the 1953 Settlement Agreement in Mississippi Docket No. 
G-2153, for the Reason That It Requires Petitioner to 
Enrich Unjustly Its Utility Customers, Both by Way of 
Refunds and Retroactively Reduced Tariff Rates, in an 
Amount Greatly in Excess of the Reduction in Costs of Gas 
Purchased Applicable to Sales for Resale Which Petitioner 
Received From United by the Final Order of Respondent 
in United Docket Nos. G-1142 and G-2019. 


1. The spirit, purpose and intent of the Settlement Agreement 
entered into by the Federal Power Commission with Mississippi 
and harmery in 1953 in Mississippi Docket No. G-2153 is that 

utility customers, 


On April 10, 1953, Mississippi had put into effect 
pursuant to Mandate of the Court of Appeals for the Third 
Circuit increased rates to its utility customers subject to 
refund as follows (R. 6 n. 3; 86): 

Firm—$2.00 demand charge, 
18 commodity charge. 
Interruptible—$ .18 


On April 20, 1953, Mississippi requested that the Com- 
mission convene a conference of all interested persons, in- 
cluding its utility customers and interested State regula- 
tory commissions, to provide an opportunity for the sub- 
mission and consideration of proposals for the settlement 
inter alia, of all issues involved in Docket No. G-2153. (R. 
165) 

By separate Orders in Docket No. G-2153, the Commission 
set the case for hearing and also convened a settlement 
conference both on May 14, 1953. (R. 166-167; 168-175) 
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On May 14, 1953, the hearing in Docket No. G-2153 was 
recessed on motion of Staff Counsel so that the settlement 
conference in Docket No. G-2153 could be convened, and 
the conference was duly convened on that day. (R. 26-27) 


The settlement negotiations lasted from May 14, 1953, 
through May 21, 1953. (R. 26-37) 


On May 22, 1953, the ‘‘Proposed Settlement’’ was pre- 
sented at the hearing in Docket No. G-2153. (R.4849) The 
parties signing this ‘‘Proposed Settlement’? were Missis- 
sippi, Laclede, Mid-South and Commission Staff Counsel. 
(R. 59) 


The approval of other parties, customers and interested 
State Commissions was set forth (R. 40-48; 67-69) and a 
conformed copy of the ‘‘Proposed Settlement’’ was incor- 
porated into the transcript. (R. 49-59) 


In general, the ‘‘Proposed Settlement’’ provided for a 
reduction of Mississippi’s tariff rates which had become 
effective April 10, 1953, from (R. 60) 


$2.00—Demand Charge 

$ .18—Commodity Charge 
to 

$1.80—Demand Charge 

$ .17—Commodity Charge 


—an immediate reduction of about $1,450,000 per year on an 
annual basis (R. 63). 


In addition, the ‘‘ Proposed Settlement’’ provided for con- 
tingent refunds ‘‘attributable to sales for resale by Mis- 
sissippi to its utility eustomers”’, but this contingent obli- 
gation would arise only ‘‘if United Gas Pipe Line Company 
is required by any final Order of the Commission which is 
accepted by United or becomes final in any Court review or 
otherwise, in the proceedings in Docket No. G-2019 to re- 
fund to Mississippi any part of the charges now being 
collected under bond * * * ’’. (Par. VI) (BR. 56-57) 
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The only refunds made by United to Mississippi were 
for the period November 8, 1955, through December 31, 1999, 
and Mississippi’s obligation to pass on to its utility cus- 
tomers the portion of this refund attributable to sales for 
resale is not here in controversy. (R. 242-244; 293) 


In addition, the ‘‘Proposed Settlement”’ provided for 
contingent additional rate reductions to Mississippi’s utility 
customers ‘‘attributable to reduced costs of gas purchased 
by Mississippi from United and to be applicable to sales for 
resale by Mississippi to its utility customers’’, but this 
contingent obligation would arise only ‘‘if United Gas Pipe 
Line Company is required by any final Order or Orders of 
the Commission, which are accepted by United or become 
final in any Court review or otherwise, in the proceedings 
in Commission Docket Nos. G-1142 and G-2019, or either of 
them, to make any reduction in the rates to be charged or 
collected for natural gas sold by United to Mississippi 
*** 7? (Par. VII) (R. 57-59) The only rate reduction 
received by Mississippi from United was for the period 
January 1, 1956 through March 31, 1956. Increased rates 
have been paid by Mississippi to United since that time.* 

* Actually, United’s filings of increased rates in subsequent dockets G-9,547, 
G-10,592, G-12,801, G-15,360, have substantially increased Mississippi’s costs 
of gas purchased from United (albeit subject to the possibility of refund) over 
and above those experienced in Docket Nos. G-1142 and G-2019. (R. 291) 

According to the ‘‘Comments and Response at the Commission’s Request 
by United Gas Pipe Line Company to Certification of Questions in Dockets 
G-9547 and G-10592 by the Honorable Samuel Binder, Presiding Examiner’’, 
dated July 17, 1959, page 2, United has filed the following rate increases 


(applicable to Mississippi and other interstate customers) effective during 
the period beginning with April 1, 1956, down to the present time: 


of these increases are subject to the possibility of refund. None of 
cases has been decided by the Presiding Examiner, let alone by the 
Commission. 
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The Commission Order of June 3, 1953, accepted the 
‘Proposed Settlement’? and adopted it without change. 
(R. 224, Order, Par. B) 


The spirit, purpose and intent of the Settlement Agree- 
ment entered into by the Federal Power Commission with 
Mississippi and others in 1953 appears upon its face. 


The face of the Agreement shows that the basic purpose 
is that Mississippi should pass on to its utility customers, 
whether by way of refund or reduced tariff rates, what- 
ever reductions in cost of gas purchased applicable to sales 
for resale Mississippi might receive from United by the 
final Order of the Federal Power Commission in United’s 
Docket Nos. G-1142 and G-2019. 


It is undisputed that Paragraph VI provided for con- 
tingent refunds ‘‘attributable to sales for resale by Missis- 
sippi to its utility customers.”’ and that this contingent re- 
fund obligation would arise only ‘‘if United Gas Pipe Line 
Company is required by any final Order of the Commission 
which is accepted by United or becomes final in any court 
review or otherwise, in the proceedings in Docket No. 
G-2019 to refund to Mississippi any part of the charges 
now being collected under bond... ’’ (R. 56-57) No one 
could seriously claim that the purpose and intent of Para- 
eraph VI is to require Mississippi to pass on to its utility 
customers more than their proportionate share of any re- 
funds of cost of gas purchased Mississippi might receive 
from United by the final Order of the Federal Power Com- 
mission, and, as we understand it, no one does so claim. 


Tt is equally clear from Paragraph VII that the purpose 
and intent is that Mississippi would pass on to its utility 
customers by filing reduced tariff rates only the amount 
‘‘attributable to reduced costs of gas purchased by Missis- 
sippi from United.’’ (R. 216) (Emphasis supplied.) The 
intent that Mississippi should pass on only reductions re- 
ceived is further manifested by the final clause of Para- 
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graph VII permitting variation in the demand charge and 
commodity charge in Schedule F-1 ‘‘to the extent neces- 
sary to carry out the purpose of having Mississippi pass 
on to its utility customers only the proper proportion of 
any such over-all reduction of United’s rates.’’? (R. 217) 
(Emphasis supplied) Paragraph VII thus shows upon its 
face the basic purpose that Mississippi should pass on to 
its utility customers by way of reduced tariff rates what- 
ever reductions in cost of gas purchased applicable to sales 
for resale Mississippi might receive from United, and no 
more. 


At the time the Settlement Agreement was entered into 
in 1953, the only pending United Dockets which could affect 
Mississippi’s cost of gas purchased were Docket Nos. 
G-1142 and G-2153. No party to the 1953 Settlement an- 
ticipated that United would file and make effective addi- 
tional increased rates to Mississippi before the rates in- 
volved in United’s Docket Nos. G-1142 and G-2153 could 
be finally passed upon. Therefore, the basic purpose and 
intent appearing on the face of the Settlement Agreement 
is that Mississippi should pass on to its utility customers, 
whether 'by way of refund or reduced tariff rates, whatever 
reduction in cost of gas purchased applicable to sales for 
resale Mississippi might receive from United by the final 
Order of the Federal Power Commission in United’s 
Docket Nos. G-1142 and G-2019. 


But, while no one anticipated that United’s rate increase 
which became effective April 1, 1956 in Docket G-9547, and 
three others, would be filed before the final Order would 
be issued in Docket Nos. G-1142 and G-2019, the Settlement 
Agreement of 1953, as proposed by Mississippi and ac- 
cepted by the Commission, did contain a provision designed 
to preserve the basic purpose and intent of Paragraph VII 
in the face of any unforeseen circumstances which might 
arise. This provision is the ‘‘unless otherwise ordered’’ 
elause of Paragraph VII. (R. 217) This clause makes 
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clear that under the Settlement Agreement the Commis- 
sion is limited to the rate reductions in Docket Nos. G-1142 
and G-2019, ‘‘unless otherwise ordered by the Commission”’ 
for the purpose of carrying out the basic purpose and in- 
tent of the Agreement. The Commission does have the 
authority, under that clause, to deal with reductions in 
Mississippi’s cost of gas from United made in United’s 
subsequent pending rate dockets, so long as Mississippi’s 
rates approved in the Settlement Agreement continued in 
effect. 


When such unforeseen circumstances did arise, the Com- 
mission did not have to exact a $2,000,000 pound of flesh 
from Mississippi for the benefit of its utility customers. 
Instead, the Commission should have ordered Mississippi 
to pass on to its utility customers only the net reductions 
in cost of gas purchased from United which Mississippi 
had so far received and which were applicable to sales for 
resale. 


In the event that the Commission hereafter reduces 
United’s rates for gas sold to Mississippi in subsequent 
United dockets below the 1953 level, the Commission has 
ample power under the ‘‘unless otherwise ordered”’ clause 
of Paragraph VII to require Mississippi to pass on to its 
utility customers in accordance with the basic purpose and 
intent of the Agreement their proportionate share of such 
‘<‘reduced costs of gas purchased by Mississipp from 
United’’ so long as the Mississippi rates approved in the 
1953 Settlement Agreement continued in effect. (Emphasis 
supplied.) Mississippi, in challenging the $2,000,000 wind- 
fall which the Commission has sought to confer upon Peti- 
tioner’s utility customers, seeks no windfall for itself. 


It is submitted that the spirit, purpose and intent of the 
Settlement Agreement entered into by the Federal Power 
Commission with Mississippi and others in 1953 in Missis- 
sippi Docket No. G-2153 is that Mississippi should pass on 
to its utility customers, whether by way of refund or re- 
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duced tariff rates, whatever net reductions in cost of gas 
purchased applicable to sales for resale Mississippi might 
receive from United by the final Order of the Federal Power 
Commission in United Docket Nos. G-1142 and G-2019. 


B. The Order Brought Here for Review Violates the Express 
Terms of the Settlement Agreement Entered Into by Re- 
spondent With Petitioner and Others in 1958. 


When the settlement agreement was entered into, United 
had only one case pending which might affect Mississippi’s 
cost of purchased gas; namely, the proceedings in Docket 
Nos. G-1142 and G-2019. Accordingly, the agreement is 
specific in its treatment of those particular proceedings as 
respects Mississippi’s obligation to pass on to its utility 
customers cost savings which might result from such pro- 
ceedings. This is perfectly evident from the language em- 
ployed: 


“‘Tf United Gas Pipe Line Company is required by any 
final order of the Commission which is accepted by 


United or becomes final in any court review or other- 
wise, in the proceedings in Commission Docket No. 2019 
to refund to Mississippi any part of the charges now 
being collected under bond, such portion, if any, of 
such refund attributable to natural gas purchased 
from United by Mississippi after 7 A.M. on April 10, 
1953, . . . and resold to the utility customers of Mis- 
sissippi, unless otherwise ordered by the Commission, 
shall be refunded to such utility customers. ... ”’ 
(Par. VI) (emphasis supplied) (R. 216). 


“<Tf United Gas Pipe Line Company is required by any 
final order or orders of the Commission, which are ac- 
cepted by United or become final in any court review 
or otherwise, in the proceedings in Commission Docket 
Nos. G-1142 and G-2019, or either of them, to make any 
reduction in the rates to be charged or collected for 
natural gas sold by United to Mississippi, then Mis- 
sissippi, unless otherwise ordered by the Commission, 
shall file with the Commission changes in its Rate 
Schedule F-1 to reduce the rates therein provided so 
as to pass on to its utility castomers the proper amount 
(not to be in excess of the amounts provided below) 
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of any such rate reduction ordered and made effective 
by the Commission in respect of United’s rates. ... ”’ 
(Par. VII) (emphasis supplied) (R. 217). 


It is inescapable from the above quoted language that 
(i) it is a final order in the proceedings in Commission 
Docket Nos. G-1142 and G-2019 which governs Mississippi’s 
obligation with respect to those proceedings; (ii) the 
obligation is to exist only if there is a refund (or reduction 
an the rates) from United by such final order; and (iii) the 
scope of the obligation resulting from such final order is 
to pass on the proper amount of such refund (or such rate 
reduction ordered). 


The final order in Docket Nos. G-1142 and G-2019 was 
issued September 11, 1958.* This final order approved the 
refund by United to Mississippi of $161,137.71 for the 
period from November 8, 1955 through December 31, 1955, 
which represented the difference between the new rate 
(75 cents demand and 10 cents commodity) established 
by the final order, and the amounts paid by Mississippi 
under the two rates previously in effect. The final order 
further approved the agreement of United and Mississippi 
reducing United’s rates to 75 cents demand and 10 cents 
commodity for the period from January 1, 1956 through 
March 31, 1956 only. 


The Commission’s final order thus fixed precisely the 
only period for which Mississippi could receive any re- 
ductions in its cost of gas purchased from United as a 
result of the proceedings in Docket Nos. G-1142 and G-2019. 
By so doing the Commission excluded the possibility that 
Mississippi might receive any reductions in the cost of 
gas purchased from United as a result of the final order 
in Docket Nos. G-1142 and G-2019 for the period April 1, 
1956 through October 31, 1958. 


* The Commission recognizes in the Order under review (R. 290) that ‘‘Our 
order of September 11, 1958, in Docket Nos. G-1142 and G-2019 must be deemed 
to be a ‘final order’ within the contemplation of Article VII of the settle- 
ment accepted by Opinion No. 253 and accompanying order.’’ 
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The specific thing which the settlement agreement re- 
quires Mississippi to pass on by virtue of a final order in 
Docket Nos. G-1142 and G-2019 is the proper amount of 
such refund (or such rate reduction ordered). The rate 
reduction ordered is the entirety of that which was ordered, 
namely a reduction for the specified period November 8, 
1955 through March 31, 1956. In short the final order fixed 
the beginning, duration and ending of the reduction—not 
just the beginning. 


In providing for the manner of determining the amount 
of rate reduction to be made by Mississippi, the settlement 
agreement specifically states that the reduction is to be 
‘¢  . attributable to reduced costs of gas purchased by 
Mississippi from United . . .”? (Par. VII, R. 217) (emphasis 
supplied). The retroactive rate reduction ordered for the 
period April 1, 1956 through October 31, 1958 most cer- 
tainly is not attributable to reduced costs of gas purchased 
by Mississippi from United because Mississippi has re- 
ceived absolutely no cost reduction from United for any 
period after March 31, 1956. 

is for ihe 


press terms > Agreer 
spondent with Petitioner and others in 1953. 

First, the retroactive rate reduction ordered by the Com- 
mission on January 23, 1959, for the period April 1, 1956, 
through October 31, 1958, is not “‘attributable to reduced 
costs of gas purchased by Mississippi from United’’, as 
expressly required by Paragraph VII of the 1953 Settle- 
ment Agreement. 


Second, the retroactive rate reduction ordered by the 
Commission on January 23, 1959, for the period April 1, 
1956, through October 31, 1958, violates the express pro- 
vision of Paragraph VIL of the Settlement Agreement re- 
quiring retroactive rate reductions to Mississippi’s utility 
customers only “‘if United Gas Pipe Line Company is re- 
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quired by any final Order or Orders of the Commission, 
which are accepted by United or become final in any Court 
review or otherwise, in the proceedings in Commission 
Docket Nos. G-1142 and G-2019, or either of them, to make 
any reduction in the rates charged or collected for natural 
gas sold by United to Mississippi’’, for the reason that the 
Commission has not ordered United in Docket Nos. G-1142 
and G-2019 to make any reduction in the rates charged or 
collected for natural gas sold by United to Mississippi for 
the period April 1, 1956, through October 31, 1958, or any 
part thereof. 


Third, the Order of January 23, 1959, violates the final 
clause of Paragraph VII of the 1953 Settlement Agreement 
which provides that: 


“‘Tf in ordering such rate reduction in United’s rates 
either the demand charge or commodity charge is 
increased then the reduction to be made by Mississippi 
in the demand charge and commodity charge in Rate 
Schedule F-1 shall be varied to the extent necessary to 


carry out the purpose of having Mississippi pass on to 
its utility customers only the proper proportion of 
any such over-all reduction of United’s rates.’’ 


for the reason that said Order of January 23, 1959, does not 
have Mississippi pass on to its utility customers only the 
proper proportion of any such over-all reduction of 
United’s rates, but on the contrary requires Mississippi to 
enrich its utility customers unjustly by paying over to them 
a large sum of money for the period April 1, 1956, through 
October 31, 1958, which represents no reduction in the rates 
charged or collected for natural gas sold by United to 
Mississippi, in that United’s rates to Mississippi during 
the period April 1, 1956, through October 31, 1958, have 
not been reduced, but have on the contrary been substan- 
tially and repeatedly increased during said entire period. 


Fourth, the Order of January 23, 1959, violates Para- 
_graph VI of the 1953 Settlement Agreement, which requires 
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Mississippi to make refunds to its utility customers only 
‘‘If United Gas Pipe Line Company is required by any final 
Order of the Commission which is accepted by United or 
becomes final in any Court review or otherwise, in the pro- 
ceedings in Commission Docket No. G-2019 to refund to 
Mississippi any part of the charges now being collected 
under bond * * *’’, for the reason that said Order of Janu- 
ary 23, 1959, orders refunds by Mississippi to its utility 
customers for the period April 1, 1956, through October 31, 
1958, when Mississippi received not one penny of refund 
by final Order of the Commission in United Docket No. 
G-2019 and indeed, received no refund during such period 
from United whatsoever. 


Fifth, the Order of January 23, 1959 violates the ‘‘unless 
otherwise ordered by the Commission’’ clause of Para- 
graph VII of the 1953 Settlement Agreement which im- 
pliedly guarantees to Mississippi that no further orders 
will be issued in Docket G-2153 without first giving Peti- 
tioner due notice and the opportunity to present evidence 


and argument thereon. 


It is respectfully submitted that the Order brought here 
for review insofar as it orders Mississippi to file rate reduc- 
tions and make refunds for the period April 1, 1956, through 
October 31, 1958, violates the express terms of the Settle- 
ment Agreement entered into by Respondent with Petitioner 
and others in 1953. 





The 1953 Settlement Agreement entered into by the Re- 
spondent with Petitioner and others in Mississippi Docket 
No. G-2153 contained no provision for interest on refunds. 


At the hearing of May 22, 1953, where the ‘‘Proposed 
Settlement’? was presented, counsel for Mississippi stated, 
(R. 66) : 


‘Mr. Dougherty: * * * 


‘<Tt is the purpose of Mississippi, in accordance with 
the proposed settlement, to file promptly with the Rate 
Section of the Bureau of Rates, Accounts and Finance 
_T don’t know that I have that sequence of words 
right, but that is the Bureau. 


‘‘Chief Presiding Examiner: We will be able to 


identify it. 

‘‘Mr. Dougherty: —these revised sheets, so that by 
the time the Commission enters its order there will 
then be on file the revised sheets upon which that order 
may operate. That filing, however, will be conditional, 
the condition being the acceptance of the settlement 
proposed in the Commission’s order without any 
changes therein. If changes should be made therein, 
then our filing is not to be considered as an effective 
filing unless we subsequently agree to any such change. 
In other words, it will be done on the assumption that 
the settlement as agreed to by the parties, and as pro- 
posed here, will be approved by the Commission.”’ 


The Commission’s Order of June 3, 1953, accepted the 
‘‘Proposed Settlement’? and adopted it without change. 
(R. 224) 

But on January 23, 1959, the Commission issued the 
Order brought here for review, which further violates the 
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express terms of the Settlement Agreement entered into 
by the Respondent with Petitioner and others on June 3, 
1953, in that it orders Petitioner to pay interest at 6 per 
cent per annum from the time of receipt to the time of 
refund upon the difference between Petitioner’s collected 
rates and the retroactive tariff therein ordered to be filed 
for the period January 1, 1956, through October 31, 1958. 
(R. 293) The Settlement Agreement contained no provision 
for interest on refunds. 


It is respectfully submitted that the Order brought here 
for review violates the express terms of the Settlement 
Agreement entered into by Respondent with Petitioner and 
others in 1953, both because it orders Petitioner to file ret- 
roactive rate reductions and make refunds for the period 
April 1, 1956, through October 31, 1958, and also because 
it orders Petitioner to pay interest at 6 per cent per annum 
from the time of receipt to the time of refund upon the 
difference between Petitioner’s collected rates and the ret- 


roactive tariff therein ordered to be filed for the period 
January 1, 1956, through October 31, 1958. 


C. The Order Brought Here for Review Requires Petitioner 
to Enrich Its Utility Customers Both by Way of Refunds 
and Retroactively Reduced Tariff Rates Plus Unlawful In- 
terest at 6 Per Cent Per Annum, in an Amount Approxi- 
mately $2.000.000 in Excess of What Petitioner Has Re- 
ceived in Reduced Costs of Gas Purchased from United by 
Final Order of Respondent in United Docket Nos. G-1142 
and G-2019. 


The Order of the Federal Power Commission brought 
here for review, insofar as it orders Petitioner to refund to 
its utility customers and to file a retroactive rate reducing 
tariff for their benefit for the period April 1, 1956, through 
October 31, 1958, which Petitioner has never received from 
United Gas Pipe Line Company and will never receive as 
a result of the Commission’s final Order on remand from 
this Court in United’s FPC Docket Nos. G-1142 and G-2019, 
obviously requires Petitioner to enrich its utility corpora- 
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tion customers both by way of refunds and retroactively re- 
duced tariff rates by an amount greatly in excess of what 
Petitioner has received by final Order of Respondent from 
United. 


And insofar as the Order brought here for review orders 
Petitioner to pay interest at 6 per cent per annum to the 
time of refund upon the difference between Petitioner’s 
collected rates and the retroactively reduced tariff rates 
ordered to be filed for the period January 1, 1956, 
through October 31, 1958, this breach of its 1953 settle- 
ment agreement on the part of the Commission is mag- 
nified and swollen. 


Due to the failure and refusal of the Commission 
to grant Petitioner a hearing in connection with the 
Order brought here for review, where it could intro- 
duce evidence, the Record herein is silent as to the 
precise amount by which the Commission’s Order brought 
here for review requires Petitioner to enrich its utility 


customers in excess of what Petitioner has received by final 
Order of Respondent in Docket Nos. G-1142 and G-2019 
from United Gas Pipe Line Company. 


But a rough computation can be made to indicate the gen- 
eral order of magnitude of the Respondent’s breach of its 
1953 rate case settlement agreement with Petitioner. The 
refund to Mississippi’s utility customers for the period 
November 8, 1955, through December 31, 1955, and the retro- 
active rate reduction to Mississippi’s utility customers for 
the closed-end period January 1, 1956, through March 31, 
1956, which Mississippi did receive from United pursuant 
to the Commission’s final Order in United’s case and did 
propose to pass on to its utility customers included no in- 
terest and totaled about $300,000 for approximately 
4.75 months, i.e, from November 8, 1955, through 
March 31, 1956. (R. 247) The Order brought here 
for review covers a period of 35.75 months, i.e., from 
November 8, 1955, through October 31, 1958, including 31 
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months wherein Mississippi has received nothing whatever 
from United by way of either rate reduction or refund 
under the Commission’s final Order in United’s case. At 
the rate of $300,575 for 4.75 months, or an average of 
$63,279 per month, the Commission’s total refund and retro- 
active rate reduction required under the Order brought 
here for review for 35.75 months would approximate with- 
out interest the sum of $2,262,223 and 31/35.75ths of this 
total or $1,961,648 would be the approximate sum before 
interest by which the Order brought here for review would 
require Mississippi to unjustly enrich its utility corpora- 
tion customers by requiring Petitioner to pay over to them 
for the period April 1, 1956 through October 31, 1958 
an amount which it has not received from United pursuant 
to final Order of Respondent in United’s case, Docket 
Nos. G-1142 and G-2019. Add to this the 6 per cent interest 
which the Commission erroneously ordered from January 
1, 1956, through October 31 1958, to the time of refund, and 
it is manifest that the Order brought here for review re- 


pudiates the Commission’s 1953 settlement agreement with 
Mississippi to the tune of at least $2,000,000. 


IL 


THE SUBJECT MATTER OF THE ORDER BROUGHT HERE FOR 
REVIEW IS OUTSIDE THE STATUTORY JURISDICTION OF 
THE RESPONDENT, FEDERAL POWER COMMISSION. 

The Natural Gas Act does not authorize the Commission 
to fix rates retroactively or to order a natural-gas company 
to file a retroactive tariff, as this Order does. Hope Natural 
Gas Company v. Federal Power Commission, 196 Fed. 2d 
803, 805 (1952) (C.A. 4). Moreover, the Order brought 
here for review, in that it purports to enforce a prior Order 
of the Commission, is outside the jurisdiction of the Federal 
Power Commission and within the exclusive jurisdiction 
of the District Courts of the United States. (Natural Gas 
Act, Section 22 (15 U.S.C. Section 7171). 
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pan 


THE FEDERAL POWER COMMISSION ORDER BROUGHT HERE 
FOR REVIEW WAS ISSUED WITHOUT GIVING PETITIONER 
A HEARING, INCLUDING DUE NOTICE AND THE OP- 
PORTUNITY TO PRESENT EVIDENCE AND ARGUMENT 
THEREON. 

The Order brought here for review was issued without 
giving Petitioner notice and opportunity to be heard. 
(R. 287-294) This was clearly error, especially in view 
of the express language of the 1953 Settlement Agreement, 
and particularly the ‘‘unless otherwise ordered by the 
Commission’’ clause of Paragraph VII thereof. (R. 217); 
Administrative Procedure Act, Section 5, paragraphs (a) 
and (b), 5 U.S.C. Sec. 1004. 


Respondent’s error in denying Petitioner a hearing, 
including due notice and opportunity to present evidence 
and argument thereon, was prejudicial not only to Peti- 
tioner but also to the public interest. 


The Commission which entered into the 1953 Settlement 
Agreement with Petitioner gave everybody plenty of notice 
and opportunity to be heard, devoted the best efforts of 
its able staff to bringing the parties, once assembled for 
hearing, to a mutual understanding and achieved by these 
procedures a settlement terminating the case, which every- 
body agreed was in the public interest. 


Had the 1959 Commission, which issued the Order 
brought here for review, been equally solicitious to protect 
the public interest by giving ample notice and opportunity 
to be heard, including the right to present evidence and 
argument on the evidence, we believe they would not have 
fallen into the error of violating the 1953 Settlement 
Agreement entered into in good faith by their predecessors, 
for they are all honorable and fair-minded men. 


We are aware that the present Commission is far behind 
its docket, that the leaders of the Staff who brought about 
the 1953 Settlement Agreement are no longer with the 
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Commission, and that the 1959 successors of the 1953 Com- 
mission are under great pressure to make short-cuts in 
order to reduce the mountain of cases awaiting their deci- 
sion. 

But it is manifest that their task will become not merely 
difficult but impossible if part of the pending cases cannot 
be settled. And how many FPC cases will be settled if it 
becomes generally understood throughout the industry that 
a natural-gas company cannot settle a case with the Fed- 
eral Power Commission with confidence that the agreement 
will be faithfully carried out by the Commission according 
to its spirit, purpose and intent; or that the Commission will 
not assume to act as U. S. District Court judge and jury 
in passing upon its own Settlement Agreements; and above 
all that the company will be granted ample notice and op- 
portunity to present evidence and be heard? 


It is respectfully submitted that Respondent’s error in 
denying Petitioner a hearing, including due notice and op- 
portunity to present evidence and argument thereon, before 
issuing the Order brought here for review, was prejudicial 
not only to Petitioner as a denial of the fundamental rights 
of the citizen, but also that it was prejudicial to the pub- 
lie interest. 


CONCLUSION 


Since, the Order brought here for review violates the 
rate case settlement agreement proposed to the Federal 
Power Commission by Petitioner and others in good faith 
and accepted by the Commission’s Order of June 3, 1953, 
in re Mississippi River Fuel Corporation FPC Docket No. 
G-2153; and 


Since, the subject matter of the Order brought here for 
review is outside the statutory jurisdiction of the Respond- 
ent, Federal Power Commission; and 


Since, the Federal Power Commission Order brought 
here for review was issued without giving Petitioner a 
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_ hearing, including due notice and the opportunity to pre- 
| sent evidence and argument thereon; 


_ ‘TereREFore, it is respectfully submitted that the Order 
brought here for review should be reversed. 


Respectfully submitted, 


Spencer W. REEDER 
1612 K Street, N. W. 
Washington 6, D. C. 
Attorney for 
Mississipy River Fuel Corporation, 
Petitioner 
Of Counsel: 


Creon L. Burt 
407 North Highth Street 
St. Louis 1, Missouri 
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1. Whether, in filing and requesting approval of a 
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comply with a Commission order approving a rate 
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necessary or appropriate, to carry out the provisions 
of the Natural Gas Aet. 
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BRIEF FOR RESPONDENT 


COUNTERSTATEMENT OF THE CASE 
~~ On April 30, 1952, Mississippi River Fuel Corpora- 
tion tendered for filing with the Commission proposed 
rate changes amounting to an increase of approximately 
| 25 percent, or $3,400,000 annually over the rates then 
being collected by it from its utility customers (R. 4-5, 
168-169); Mississippi’s tender of April 30, 1952, was 
| 2 By Opinion No. 234, 11 FPC 288, issued August 4, 1952, the 
' Commission found that no part of Mississippi’s last previously 
proposed increased rates, involved in F-P.C. Docket No. G-1641, 
was justified and ordered Mississippi to refund the excess charges 
_ to its utility customers. As Mississippi's tender of April 30, 1952 
represented a change in rate over and above that disallowed by 
Opinion No. 234, it amounted to an increase over its legal rates of 
approximately 53 percent or $6,500,000 annually (R. 6, 170). 
(1) ee 
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in anticipation of a rate increase to be filed by its major 
gas supplier, United Gas Pipe Line Company. 

By order issued May 29, 1952, the Commission re- 
jected Mississippi’s tender of April 30, 1952, because 
such proposed increased rates were in anticipation of 
increases not yet filed by United. Mississippi ap- 
pealed this rejection to the United States Court of 
Appeals for the Third Circuit. That court on Febru- 
ary 9, 1953, reversed the aforesaid rejection and re- 
manded the cause to the Commission with instructions 
to accept the subject tender and to place the rates in 
effect, subject to refund, upon a proper motion made 
by Mississippi under Section 4(e) of the Natural Gas 
Act. Mississippi River Fuel Corp. v. F.P.C., 202 F. 
2d 899 (R. 7-8, 171-172). | 

On April 10, 1953, Mississippi resubmitted its rate 
change tender of April 30, 1952, to the Commission 
and simultaneously moved to place the proposed 
increased rates into immediate effect (R. 170). 
Thereafter, on April 20, 1953, Mississippi requested 
the Commission to convene a conference of all inter- 
ested parties in an attempt to reach a settlement of the 
issues involved in the proceeding (R. 170). By order 
issued April 24, 1953, in Docket No. G-2153, the Com- 
mission placed the subject rates in effect, subject to 
refund, and ordered a hearing to be convened and im- 
mediately recessed, pending the conclusion of a settle- 
ment conference which it scheduled to commence on 

2 Thereupon, Mississippi moved the Court to modify its opin- 
jon and to allow its rates to become effective without restrictions 
as of June 1, 1952 (the original effective date proposed by Mis- 
sissippi), which motion was denied by the Court on April 9, 
1953 (sbid.). 





3 


May 14, 1953 (R. 166-167). On May 22, 1953, 
the hearing was reconvened and the results of the set- 
tlement conference, in the form of a ‘“‘ Proposed Settle- 
ment’’, concurred in by all the interested parties, was 
submitted by the presiding examiner to the Commis- 
sion. Said proposed settlement was accepted by the 
Commission in its Opinion 253, Docket No. G-2153, 12 
FPC 151, issued June 3, 1953 (R. 209-226). 

In approving the “Proposed Settlement’’, the Com- 
mission ordered (R. 255), inter alia, that— 

(F) Mississippi shall, in accordance with 
Paragraphs VI and VIL of the aforesaid ‘‘Pro- 
posed Settlement’’ submitted herein on May 22, 
1953, unless otherwise ordered by the Commis- 
sion, make the refunds and file the changes in 
its Rate Schedule F-1, if United Gas Pipe Line 
Company is required by any final order or or- 
ders of the Commission, which are accepted. by 
United or become final in any Court review or 
otherwise, to make any refunds or rate reduc- 
tions to Mississippi in the proceedings pending 
in Commission Docket Nos. G—1142 and G-2019, 
or in either of them. 

The pertinent language contained in Paragraph 
VII* of the “Proposed Settlement’’, referred to in 
the above order, is as follows (R. 217): 3 

If United Gas Pipe Line Company is re- 
quired by any final order or orders of. the 
Commission, which are accepted by United or 
become final in any court review or otherwise 


~ Paragraph VI of the “Proposed Settlement” isnot involved 
in this review inasmuch as no refund was ordered by the ome 
‘mission in Docket No. G-2019. 
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in the proceedings in Commission Docket Nos. 
G-1142 and G-2019, or either of them, to make 
“any reduction in the rates to be charged or 
collected for natural gas sold by United to 
‘Mississippi, then Mississippi, unless otherwise 
ordered by the Commission, shall file with the 
Commission changes in its Rate Schedule F-1 
to reduce the rates therein provided so as to 
‘pass on to its utility customers the proper 
‘amount (not to be in excess of the amounts 
provided below) of any such rate reduction 
ordered and made effective by the Commission 
in respect of United’s rates. The said change 
in Mississippi’s Rate Schedule F-1 is to be filed 
within 60 days after the date on which the 
order reducing United’s rates becomes final, 
to be effective as of the date as of which the 
reduction in United’s rates is made effective. 
As will be noted from the foregoing quotations from 
the Commission order, in Docket No. G-2153, the set- 
tlement of Mississippi’s rate proceeding involved a 
consideration of two—and only two—proceedings con- 
cerning rates of United, its principal supplier, in 
Docket Nos. G—1142 and G-2019. 
_. Docket No. G-1142 was a general investigation of 
United’s rates instituted October 12, 1948, under Sec- 
tion 5(a) of the Act (R. 299). Docket No. G-2019 
was a proceeding initiated August 1, 1952, pursuant to 
Section 4(e) of the Act whereby United sought, 
among other things, “increased rates’’ for gas sales 
to its pipeline customers, including Mississippi. 
This last-mentioned filing in Docket No. G-2019 was 
made by United on July 3, 1952 (R. 214). This was 
the rate increase proposal anticipated by Mississippi’s 
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first-mentioned rate filing tendered on April 30, 1952. 
By the filing in Docket No. G—2019, United sought to 
establish a uniform rate for its sales of natural gas to 
Mississippi instead of the two rates then being paid 
_ by Mississippi under Rate Schedules PL-2 and PL-3 
| of United’s FPC Gas Tariff (R. 300). 
_ These proceedings in Docket Nos. G-1142 and 
G-2019 were consolidated for purposes of hearings 
with other proceedings involving three subsequent 
rate-increase proposals of United. On August 17, 
1954, all parties to the proceedings in Docket Nos. 
G-1142, et al., excepting Mississippi, agreed to a settle- 
ment of the issues, which settlement was approved by 
the Commission (R. 302). The Commission, after 
_ rejecting Mississippi’s counter-proposal of settlement, 
' on December 2, 1954, ordered further hearings to be 
held in Docket Nos. G—1142 and G-2019 to afford Mis- 
' sissippi a full hearing with regard to issues as to 
_ which Mississippi alleged a material interest (zbid.). 

On November 8, 1955, after such hearings were con- 
cluded, the Commission ordered United to eliminate 
| its Rate Schedules PL-2 and PL-3, and to file a single 
' rate schedule providing rates and charges for sales to 
Mississippi with a demand charge of 75¢ per Mcf 
per month and a commodity charge of 10¢ per Mef 
(R. 413-415, 416-418). On November 16, 1955, in 
| response to said order of the Commission, United 
_ wrote a letter advising the Commission that United 
_ had on September 30, 1955, filed Rate Schedule PL-C, 


+The order of November 8, 1955, modified a decision of the 
| presiding examiner filed July 21, 1955 (R. 296), and affirmed 
the decision as so modified. 
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which cancelled Rate Schedules PL-2 and PL-3 (R. 
149). United’s filing of September 30, 1955, was sus- 
pended by the Commission in Docket No. G-9547 until 
April 1, 1956 (#bid.). On January 6, 1956, the Com- 
mission accepted United’s Rate Schedule PL-C, as 
compliance with its order issued November 8, 1955, 
while continuing the suspension order in effect in 
Docket No. G-9547 (R. 420). United’s PL-C rate 
schedule was made effective as of November 8, 1950. 

On March 23, 1956, the Commission, over the sig- 
nature of its Secretary, wrote Mississippi as follows 
(R. 447) : | 

United Gas Pipe Line Company has advised 
the Commission that it has complied, effective 
November 8, 1955, with the Commission’s orders 
issued. November 8, 1955, and January 6, 1956, 
‘in Docket Nos. G-1142, ef al. As a result of 
the retroactive application of the rates ordered 
by the Commission, United has refunded 
$161,138 to your company, and has reduced its 
rates for sales to your company. 

In this connection your attention is directed 
to the terms of the settlement of, and the Com- 
mission’s order in, the proceedings in Docket 
No. G-2153. Ordering Clause (F) of .such 
order requires that your company make refunds 

and file rate changes if United Gas Pipe Line 
Company is required to make refunds or rate 
reductions to your company as the result of the 
| proceedings 1 in Docket Nos. G—1142 and G-2019. 
In view of the above refund and reduced 
‘rates now being charged to your company as 
the result of the proceedings in the above 
dockets it appears your company should file 
reduced rates with this Commission, effective 
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November 8, 1955, and make appropriate re- 
funds to your wholesale customers. 

By letter dated April 12, 1956, Mississippi replied 
as follows (R. 448) : 

We acknowledge your letter of March 26, 
1956, referring to the Commission’s order in 
Docket No. G—2153 dealing with refunds and 
rate reductions of United Gas Pipe Line Com- 
pany in Docket Nos. G-1142 and G-2019. 

On March 1, 1956, we filed with the Court of 
Appeals for the District of Columbia a petition 
to review the Order of the Commission in Doce- 
kets Nos. G-1142 and G-2019. The order of the 
Commission in Docket No. G—2153 refers to 
“‘Orders of the Commission which are accepted 
by United or become final in any Court review 
or otherwise.”’ 

Since the Commission’s Order in Docket Nos. 
G-1142 and G-—2019 has not become final, the. 
provisions referred to in your letter do not 
require any action at this date. 

Thus Mississippi refused to reflect in its own juris- 
dictional rates the lesser rates—and refund—which 
admittedly resulted from the lowered rates—and re- 
funds—effected by United for its pipeline customers.” 

Upon review of the order of November 8, 1955, 
approving the settlement of United’s rate-increase 
proposals, this Court affirmed the Commission’s deci- 


5 As this Court subsequently stated, the effect of the Commis- 
sion’s order under review would be—and presumably has been— 
to reduce the cost of gas purchased from United by almost 
$1,000,000 per year below those which the rates filed by United, 
and effective January 3, 1953 (Mississippi River Fuel Corp. v. 
F.P.C., 102 App. D.C. 238, 252 F. 2d 619, 624, certiorari denied; 
355 U.S. 904). . 7 
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sion in all respects—save one. As to this exception 
the Court held, in effect, that United was required to 
demonstrate on a proper record before the Commis- 
sion that its nereased payments to Union Producing 
Company, an affiliate, for gas purchased ‘“‘had suf- 
ficient economical justification”. 

Accordingly, this Court held that: 

_ Because of the necessity for further findings 
on Point I the Commission’s order will be 
vacated and the case remanded for further 
proceedings.[*] 

Such. limited further proceedings were held. But 
during the brief proceedings, on July 14, 1958, Mis- 
sissippi agreed that it would pay for the gas it pur- 
chased from United at the rates set forth in United’s 
Rate Schedule PL-C for the period from November 8, 
1955 until United’s filing of September 30, 1955, 
became effective (R. 453). This settlement was ac- 
cepted by the Commission in an order issued Septem- 
ber 11, 1958, which also terminated the aforesaid pro- 
ceedings in Docket Nos. G-1142 and G-2019 (R. 582). 
The rates agreed upon were identical to those con- 
tained in the agreement of August 17, 1954, between 
United and its other customers which the Commission 
had approved (R. 302). 

In the order of September 11, 1958, the Commission 
stated that: 

“ * * under the provisions of paragraph (F) of 
the order accompanying Opinion No. 293, Mis- 
sissippt River Fuel Corp., Docket No. G-2153, 
12 F.P.C. 151, 160, Mississippi is required to 


* See footnote 5, supra. 





9 


make refunds and to file changes in its Rate 
Schedule F-1, if United is required to make re- 
funds or changes in its rates to Mississippi as 
a result of these proceedings. Hence, if we 
approve the settlement, Mississippi will be re- 
quired to make refunds to its customers and to 
reduce the demand and commodity components 
approved by our Opinion No. 253, according to 
percentage formulas specifically set forth 
therein. If the settlement is approved, Mis- 
sissippi customers and those served thereby 
stand to receive an immediate benefit. If the 
settlement is not approved those customers and 
the public stand a contingent chance of getting 
more of a benefit sometime in the distant future 
or perhaps just as much then as now. On the 
balance, all things considered, it is meet that we 
approve the settlement now and to insure that 
the benefits of lower rates immediately flow to 
Mississippi’s customers and those served 
thereby. 

Accordingly, the order of September 11, 1958, ap- 
proved the refund previously made by United to, and 
accepted by, Mississippi and representing the differ- 
ence between amounts billed by United under its 
Rate Schedules PL-2 and PL-3 and the amount due 
under Rate Schedule PL-C for the period beginning 
November 8, 1955, and ending December 31, 1955; 
and terminated the proceedings in Docket Nos. G- 
1142 and G-2019. 

The order of September 11, 1958, made no provi- 
sion with respect to United’s filing and making effec- 
tive its Rate Schedule PL-C, which provided the re- 
duced rates and charges, because, as previously noted, 
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this ‘schedule had been previously filed and made ef- 
fective as of November 8, 1955, by the Commission’s 
order of January 6, 1956 (R. 419-420). 

United’s Rate Schedule PL-C, as thus effective as 
of November 8, 1955, was changed to provide in- 
creased rates by another filing of United which be- 
came effective April 1, 1956, subject to refund, in 
Docket No. G-9547 (R. 291). Further, as the Com- 
mission stated in the order here under review 
(R. 291): 3 

_ It may be noted that subsequent increased 
rates of United have been made effective, sub- 
ject to refund, on November 16, 1956 (Docket 
No. G—10592), on December 1, 1957 (Docket 
No. G—12801), and on December 1, 1958 (Docket 
No. G—15360). None of these proceedings has 
been decided, although hearings have been con- 
cluded in Docket Nos. G—9547 and G-10592, and 
those matters will be ripe for decision by the 
presiding examiner. Despite the fact United 
has filed four rate increases since Docket No. 
G-2019, applicable in part to Mississippi, the 
latter made no effort to increase the Docket 
No. G—2153 settlement rate until shortly before 
United filed its fourth rate increase (Docket 
No. G—15360). Mississippi’s first rate increase 
since the settlement rates in the instant pro- 
ceeding became effective November 1, 1958, sub- 
ject to refund, in Docket No. G—15174. 

By letter dated October 20, 1958, Mississippi ad- 
vised the Commission that it proposed to refund to its 
utility’ customers the sum.of $105,750.98 for the period 
from November 8, 1955, to and including December 31, 
1955. This proposal was approved by order of the 
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Commission, issued January: 23, 1959. (R. 287). Mis- 
sissippi also. proposed, in that letter, to reduce its 
- yates contained in Rate Schedule F-1 only for the 
period January 1, 1956, to March 31, 1956 (United’s 
- jnerease in Docket No. G-9547 became effective April 
' 1, 1956, subject to refund) and to refund the excess 
- amounts collected under its rates in effect during the 
- aforesaid period (R. 287). This proposal to limit 
- the rate reduction to the period from January 1 to 
- March 31, 1956, was rejected by the Commission in 
' said order (R. 287-293). The Commission ordered. 
Mississippi to comply with its order of June 3, 1993, by 
reducing its rates to its wholesale customers until 
such time as it should make a lawful rate change in 
aecordance with the Act.’ 

Mississippi petitioned the Commission for recon- 
sideration of the order issued January 23, 1959 (R. 


421-498), which, was granted by the Commission in its 
order issued, March 5, 1959, (R. 429).. After eareful 
consideration, of Mississippi's: contentions set forth in 
its petition, for rehearing, the record in this proceed: 
ing, and the order. issued January 23, 1959, the Com- 
mission by order issued April 2, 1959, reaffirmed its 
order of January 23, 1959 €R. 480) here under review. 


STATUTES INVOLVED res 


The relevant parts of the statutes involved are Sec- 
tions 4, 5, 16, 19 and 22 of the Natural Gas Act, Act 
of June 21, 1938, c. 556, 52 Stat. 822, 823, 830, 831 
and 833; 15 U.S.C., § 717c, T17d, 7170, T17r and TiTu. 

7 This, as we have noted, would have been accomplished by 
Mississippi’s increased rate filing which became effective on 
November 1, 1958, subject to refund, in Docket No. G-15174. 

582288—59-—8 
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In lieu of reproducing those sections herem, pam- 
phlet copies of that Act are being lodged with the 
Clerk for the Court’s convenience. 


SUMMARY OF THE ARGUMENT 
uk 

This appeal presents a case of first instance: Where- 
in a natural-gas pipe line company contends that when 
the price of the natural gas, if purchased for resale 
to its wholesale customers is increased, tpso facto, its 
rates to such wholesale customers are increased, not- 
withstanding the statutory provisions of the Natural 

Gas Act. | 
The Commission correctly found that the proposals 
submitted by Mississippi on October 20, 1958, to make 
certain rate reductions in rates and refunds to its 
utility customers did not comply with the provisions 


and requirements of the Commission’s order issued 
June 3, 1953, which required Mississippi to file re- 
duced rates and make refunds within 60 days after 
Mississippi’s supplier, United, accepted a Commis- 
sion order reducing United’s rates to Mississippi. 


if 


The order issued by the Commission on January 23, 
1959, here complained of, was lawful in all respects 
and within the statutory authority of the Commis- 
sion. Mississippi’s proposal filed on October 20, 1958, 
was in purported compliance with the lawful order 
of the Commission issued June 3, 1953. It is clearly 
within the purview of the Commission’s authority to 
determine whether a proposal tendered. by a natural- 
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gas pipe line company in purported compliance with 
a Commission order satisfies the requirements of said 
order. Further, if the Commission should determine 
after due consideration of such purported compliance 
that the tendered proposal did not meet the require- 
ments of its order, it obviously has the right to reject 
the improper tender and may lawfully order the nat- 
ural-gas pipe line company to comply with its order. 


ARGUMENT 


IL. The order brought here for review conforms, in all respects, 
with and enforces the Commission’s order of June 3, 1953, 
in Mississippi River Fuel Corporation, F.P.C. Docket No. 
G-2153 


Petitioner erroneously contends (Pet. B. 26-40) 
that the order under review here violates the “spirit, 
purpose and intent’’, as well as the “‘express terms’’, 
of the settlement agreement. In effect, Mississippi 
now contends that the intent of the parties to the 
settlement agreement was that if United’s rates to it 
were reduced in either Docket Nos. G-1142 and 
G-2019, and Mississippi similarly reduced its rates, 
but United subsequently obtained a rate increase, then 
Mississippi’s rates would be automatically escalated, 
without regard to the filing requirements of Section 4 
of the Natural Gas Act, or the regulations thereunder. 

At-the time the settlement agreement was reached 
between Mississippi and its customers, counsel for 
Mississippi: read certain ‘‘items’’ into the record 
<* * * m the nature of certain reservations” (R.'64— 
65). Not one of these reservations relate to or sup- 
port what Mississippi now.contends was its intent at 
the time it made the agreement with its customers. 





14 


By ordering paragraph (F) of the order of June 3, 
1953 (R. 225), Mississippi was required to file reduced 
rates in its rate schedule 60 days after the issuance 
of a final order in G-1142 and G-2019, or either of 
them, to be effective as of the date as of which a re- 
duction in United’s rates, if any, was made effective. 
United accepted the order reducing its rates in the 
aforesaid dockets, and, by the Commission’s order is- 
sued January 6, 1956, its reduced rates to Missis- 
sippi became effective November 8, 1955, as to Mis- 
sissippi and others. 

By letter dated March 23, 1956, the Commission in- 
formed Mississippi of its obligation under ordering 
paragraph (F) of the order issued June 3, 1953, to file 
changes in its rate schedule reducing its rates to its 
utility customers (R. 447). Mississippi, by letter 
dated April 16, 1956, took the position that United’s 
acceptance and filing of reduced rates to Mississippi 
did not make ordering paragraph (F) operative, in- 
asmuch as Mississippi intended to appeal this matter 
to the courts (R. 448).* 

As stated heretofore, subsequent to the remand by 
the Court of the United rate matter ° for further pro- 
ceedings, and determination as to the “factual justifi- 
cation for the price increases paid by United to 

* An alternative possibility is that Mississippi’s obligation 
became operative immediately upon United’s acceptance of the 
order issued in Docket Nos. G-1142 and G-2019, even though 
Mississippi appealed the order to the courts. Mississippi did 
not appeal the reduction in rates to it; it sought review of the 
form of rate, and upon this ground the Commission was sus- 
tained (supra, pages 7 and 8). 

® Docket Nos. G—1142 and G-2019. 
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Union” (Producing Company), the Commission held 
such proceedings, during the course of which Missis- 
sippi accepted the rates-set forth in the Commission’s 
order from which it had appealed (R. 464). In its 
order of September 11, 1958, approving the settlement 
between United and Mississippi, and terminating the 

proceeding, the Commission said (R. 588) : 
Moreover, under the provisions of paragraph 
(F) of the order accompanying Opinion No. 
253, Mississippt River Fuel Corp., Docket No. 
G-2153, 12 F.P.C. 151, 160, Mississippi is re- 
quired to make refunds and to file changes in its 
Rate Schedule F-1, if United is required to 
make refunds or changes in its rates to Missis- 
sippi as a result of these proceedings. Hence, 
if we approve the settlement, Mississippi will 
be required to make refunds to its customers 
and to reduce the demand and commodity com- 
ponents approved by our Opinion No. 253, ac- 
cording to percentage formulas specifically set 
forth therem. If the settlement is approved, 
Mississippi customers and those served thereby 
stand to receive an immediate benefit. If the 
settlement is not approved those customers and 
the public stand a contingent chance of getting 
more of a benefit sometime in the distant future 
or perhaps just as much then as now. On the 
balance, all things considered, it is meet that we 
approve the settlement now and to insure that 
the benefits of lower rates immediately flow to 
Mississippi’s customers and those served 

_ thereby. [Footnote omitted. ] 


It is clear from the language of the Commission 
that Mississippi was required to reduce its rates to 
its utility customers, not for any “locked-in” period 
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as Mississippi contends, but until such time as Missis- 
sippi would legally change its Rate Schedule F-1 in 
accordance with the Act and the regulations there- 
under. 

Mississippi appears to imply that when it accepted. 
the United PL-C rate of 75 cents demand charge and 
10 cents commodity charge “for the period up to, but 
not including, the effective date of the rates filed in 
Docket No. G-9547” (R. 245) it limited its obligations 
to make refunds and to file changes in its Rate Sched- 
ule F-1 (Pet. Br. p. 11-14). Such an implication is 
invalid. All Mississippi could agree to do was to pay 
the rate that United could legally charge under the 
Act. It is ridiculous to say that Mississippi by agree- 
ing to pay that which the law required it to pay was 
limiting its obligation under the Commission’s order 
of June 3, 1953, in Docket No. G-2153. 

Mississippi admits in its brief (Pet. Br. p. 29) 
that if United were ordered in Docket Nos. G—1142 or 
G-2019 to reduce its rates to Mississippi, then Missis- 
sippi would be obligated to file reduced tariff rates. 
Such a filing would, of course, have to be made under 
Section 4(e) of the Act. Section 4(d) provides: 

Unless the Commission otherwise orders, no 
change shall be made by any natural-gas com- 
‘pany in any such rate, charge, classification, or 
service, or in any rule, regulation, or contract 
relating thereto, except after thirty days’ notice 
‘to the Commission and to the public. 
To implement Section 4, the Commission has adopted 
Regulations, among which is the following: 
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The effective tariff of a natural-gas company 
shall be the tariff filed and posted pursuant. to 
the requirements of this part, and permitted 
by the Commission to become effective. No 
natural-gas company shall directly or indi- 
rectly, demand, charge or collect any rate or 
charge for or in connection with the transpor- 
tation or sale of natural gas subject to the ju- 
risdiction of the Commission, or impose any clas- 
sifications, practices, rules or regulations, differ- 
ent from those prescribed in its effective tariff 
and executed service agreements on file with 
the Commission, unless otherwise specifically 
provided by order of the Commission (18 CFR. 
§ 154.21). 

Mississippi in its proposal of October 20, 1958, 
states that “the changes in Mississippi’s F-1 Rate 
Schedule must be made retroactive to January 1, 
1956” and “must be terminated on March 31, 
1956...” (R. 246). In other words, Mississippi 
seeks to change its F-1 Rate Schedule as of March 
31, 1956, without having filed such a change in accord- 
ance with the procedure set forth in Section 4(e) of 
the Act, or in the Commission’s Regulations there- 
under. 

Mississippi had ample recourse, within the Act, to 
limit its liability under the Commission’s order of 
June 3, 1953. Mississippi could have filed, at any time 
it deemed necessary, a change in its rate schedule to 
increase its rates based on either an increase filed by 
United, or any other condition warranting an. in- 
crease in its rates. Mississippi was aware of its rights: 
under the Act. In fact, on May 1, 1958, prior to the 
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final settlement agreement in Docket Nos. G-1142 and 
G-2019, Mississippi filed a change in its rate sched- 
ule proposing to increase its rates to its utility custom- 
ers. The averred basis for the proposed increased 
rates was, inter alia, the rate increases filed -by United 
and being collected subject to refund in Docket Nos. 
G-9547, G—10592," and G-12801." Therefore, Missis- 
sippi knew of its rights under the Natural Gas Act 


and didn’t choose to act thereon at an earlier date. 
As was said by the Commission in the order here 
eomplained of (R. 292) : 

Clearly, Mississippi, in effect, is now en- 
deavoring to alleviate its past failure to file in- 
ereased rate proposals whenever United in- 
creased its rates or charges to Mississippi. But 
Mississippi voluntarily chose not to file such 
proposals. Presumably this position was based 
upon the decision of Mississippi’s management, 
which, in turn, must be deemed to have been 
based upon the company’s knowledge of the re- 
turn upon its operations, its costs, and the con- 
tingent refunds and/or reductions as a result of 
the final disposition of the proceedings in 
Docket Nos. G-1142 and G-2019. No substan- 
tial reason is apparent for cutting off the rate 
reduction as of March 31, 1956. Rather, such 
reduction must be made available to Missis- 
‘sippi’s interstate wholesale customers through 
October 31, 1958. 


_ 29 Proposed rates became effective, subject to refund, on April . 
1, 1956. 

2 Proposed rates became effective, subject to refund, on No- 
vember 16, 1956. 

22 Proposed rates became effective, subject to refund, on De- 
cember 1, 1957. 
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The choice was Mississippi’s, and it chose not to file 
an increased rate until May 1, 1958. It now asks for 
an automatic rate increase as of April 1, 1956. This 
neither the Commission, nor the Court, may grant, 
Hope Natural Gas Co. v. F.P.C., 196 F. 2d 803 (C.A. 
4). The Commission may require that rates be ad- 
justed in the future upon an event certain occurring, 
Kerr-McGee Oil Industries, Inc. v. F.P.C., 260 F. 2d 
602 (C.A. 10), but the Commission may not permit a 
retroactive rate change or adjustment, Montana- 
Dakota Utilities Co. v. Northwestern Public Service 
Co., 341 U.S. 246, 251.. In the Montana-Dakota ease 
the Supreme Court said no rate can be claimed *‘as a 
legal right that is other than the filed rate * * * and 
not even a court can authorize service in the com- 
modity on any other terms.”’ (+bid, p. 251.).* 
Mississippi contends, without expressly stating, that 
its settlement with its customers, and the Commis- 


sion’s acceptance thereof, gave it a right to an auto- 
matic escalation of its rates when United’s rates were 


increased on April 1, 1956, without the necessity of it 
filing for such increase (Pet. Br. 29), contrary to the 
Commission’s long-standing rule of practice, uni- 
formly upheld by the courts, that contract provided 
escalations are rate changes within the purview of 
Section 4(e) of the Act, despite-the fact that they are 
expressly provided for by prior agreement. See, €.g-, 
Mississippi Power & Light Co. v. Memphis Natural 

33 The Supreme Court had before it the rate provisions of the 
Federal Power Act. The rate provisions of the Natural Gas 
Act and the Federal Power Act are similar, and were “taken 
bodily from the Interstate Commerce Act . . .” Hope Natural 
Gas Co. v. F.P.€., 196. F: 2d 803;.806 (C.A. 4). nf eat 
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Gas Co., 162 F. 2d 388 (C.A. 5), certiorari denied, 322 
U.S. 710; Mississipy River Fuel Corp. v. F-P.C., 121 
F. 2d 159 (C.A. 8) ; Cities Service Gas Producing Co. 
v. F.P.C., 233 F. 2d 726 (C.A. 10), certiorari denied, 
352 U.S. 911. 

Petitioner contends (Pet. Br. 36) that the order 
here under review violated paragraph VII of the set- 
tlement agreement in that the aforesaid paragraph 
‘“Gmpliedly guarantees to Mississippi that no further 
orders will be issued in Docket No. G-2153 without 
first giving petitioner due notice and the opportunity 
to present evidence and argument thereon’”’ (¢b7d.). 
Petitioner states that the “‘implication’’ arises from 
the clause ‘‘unless otherwise ordered by the Commis- 
sion’? contained in paragraph VII. Insofar as the 
terms of the agreement were accepted by the Com- 
mission, the clause “‘unless otherwise ordered by the 
Commission’”’ is to be found in the Commission’s or- 
der issued June 3, 1953. The reason for this is quite 
clear. Paragraphs VI and VII set forth percentage 
reductions to be made in Mississippi’s rates (R. 216, 
217). The initial decision in the United proceedings 
was not issued until July 21, 1955. It may well have 
been that the evidence in those proceedings would 
show that the percentages agreed upon by Mississippi 
and its utility customers were not proper. There- 
fore, the Commission reserved the right to change such 
percentages. No other meaning can properly be read 
into the Commission’s order. 

Mississippi contends (Pet. Br. 37-38) that the order 
of January 23, 1959, violated the settlement agreement 
in that it ordered Mississippi to pay interest at 6 per- 
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cent on the refunds to its utility customers. Missis- 
sippi’s averment is not correct. The settlement agree- 
ment, and the order of June 3, 1953, pertaining 
thereto (12 FPC, 151, 155), provided that: 

If United Gas Pipe Line Company is re- 
quired by any final order or orders of the Com- 
mission, which are accepted by United or be- 
eome final in any court review or otherwise, in 
the proceedings in Commission Docket Nos. G- 
1142 and G-2019, or either of them, to make 
any reduction in the rates to be charged or 
eollected for natural gas sold by United to Mis- 
sissippi, then Mississippi, unless otherwise or- 
dered by the Commission, shall file with the 
Commission changes in its rate schedule F-1 to 
reduce the rates therein provided so as to pass 
on to its utility customers the proper amount 
* * * of any such rate reduction * * *. The 
said change in Misstssippt’s rate schedule F-1 


is to be filed within 60 days after the date on 
which the order reducing United’s rates be- 
comes final, to be effective as of the date as of 
which the reduction in United’s rate ts made 
effective. [Emphasis supplied. ] 

The Commission ordered United to reduce its rates 


to Mississippi on November 8, 1955, and United filed 
such reduced rates and they were permitted to become 
effective on November 8, 1955, by the Commission’s 
order issued in Docket Nos. G—1142. and G-2019, on 
January 6, 1956. Thus such reduction was accepted 
by United. United began billing Mississippi upon 
the basis of such reduced rates on January 1, 1956, 
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and made refund for the period November 8, 1955, 
to December 31, 1955. Therefore, under its agree- 
ment, Mississippi was obligated to file changes in its 
rate schedule F-1 effecting a reduction in its rates, 
effective November 8, 1955, to its utility customers 
within 60 days after January 6, 1956. This Missis- 
sippi did not do; instead, it filed a petition to review 
the order of the Commission in Docket Nos. G—1142 
and G-2019, Mississippi River Fuel Corp. v. F.P.C., 
102 App. D.C. 238, 252 F. 2d 619 certiorari denied, 
355 U.S. 904.* On September 11, 1958, the Commis- 
sion approved a proposed settlement between United 
and Mississippi, which was based upon the rates filed 
by United when it accepted the Commission’s deter- 
mination, made on November 8, 1955, in Docket Nos. 
G-1142 and G-2019. 

Thus Mississippi contends that even though United 
accepted the rate determination made on November 
8, 1955, and placed rates in effect in accordance with 
such determination, that it, through its own action, 
could collect moneys from its wholesale customers 
based on its higher rates, and now refuse to pay in- 
terest on the amount of money it must refund. For 
Mississippi to make refund of the money due and 
owing its utility customers without paying a proper 
interest for the use of the same would be to unjustly 
enrich Mississippi. 

**Upon review in said case, the Court of Appeals remanded 
the proceeding to the Commission for further hearing and find- 


ings as to the cost of gas purchased by United from an af- 
fiiate. The further proceedings were held on J uly 14, 1958. 
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Il. The Commission had statutory authority for issuance of 
its January 23, 1953, order and, in any event, petitioner 
waived his right to argue this point 
Without asserting the point in its petition for re- 

hearing (R. 421), petitioner contends (Pet. Br. 40) 

that the Commission did not have statutory authority 

to issue its order of January 23, 1953, because the Act 
does not authorize the Commission to fix rates retro- 
actively. Section 19(b) of the Act provides that: 

No objection to the order of the Commission 
shall be considered by the Court unless such 
objection shall have been urged before the Com- 
mission in the application for rehearing unless 
there is reasonable ground for failure so to do. 

Petitioner, having failed to urge this objection to the 

Commission in its application for rehearing, is now pre- 

cluded by Section 19(b) of the Act from attacking 

the order of the Commission on this ground. Pan- 

handle Eastern Pipe Line Co. v. F.P.C., 324 U.S. 635, 

649, and see 650, 651; F.P.C. v. Colorado Interstate 

Gas Co., 348 U.S..492. See also, Labor Board v. 

Cheney Lumber Co., 327 U.S. 385, 388-389, and Labor 

Board v. Seven-Up Co., 344 U.S. 344. In any event, 

there is no merit to petitioner’s contention. 

By its order of June 3, 1953, the Commission fixed 
Mississippi’s rates to its utility customers pending a 
determination of the investigation into United’s rates 
(Docket No. G-1142) and United’s filmg for increased 
rates (Docket No. G-2019). The order provided that, 
in the event United became obligated to reduce its 
rates to Mississippi, Mississippi would file changes in 
its Rate Schedule F-1 reducing its rates to its utility 
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customers (R. 209). On September 11, 1958, United’s 
reduced rates to Mississippi, in Docket No. G—1142 
were accepted by Mississippi effective as of November 
8, 1955 (R. 582). By letter dated October 20, 1958, 
Mississippi stated (R. 242) : 

Said Order of September 11, 1958, having 
now become final, Mississippi proposes to go 
forward promptly with making refunds and fil- 
ing retroactive changes in its Rate Schedule 
1 Set gt 

Mississippi therefore concedes that, upon the occur- 
rence of the condition subsequent contained in the 
order of June 3, 1953, it became obligated to file 
changes in its rate schedule that would, of necessity, 
have a retroactive effective date. However, peti- 
tioner contends that because the Commission did not 
permit its proposed change in rate to termimate on 
April 1, 1956, such change in rate is a retroactive 
rate change not authorized by the Act. Petitioner’s 
contention is obviously untenable. If it is not a retro- 
active change for the period proposed by petitioner, 
it certainly cannot become a retroactive filing not au- 
thorized by the Act by merely extending the duration 
of its effectiveness. 

That the Commission has authority to order a 
change in rate upon the occurrence of some future 
event has been sustained by a court in analogous sit- 
uations, Kerr-McGee Oil Industries, Inc. v. FP.C., 
260 F. 2d 602 (C.A. 10). See also Phillips Petroleum 
Co. v. F.P.C., 258 F. 24 906 (C.A. 10) ; Cities Service 
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i — Co. v. F.P.C., 255 F. 2d 860 (C.A. 10) ; Natural 
Gas Pipeline Co v. F.P.C., 253 F. 243 (C.A. 3) ; Phal- 
lips Petroleum Co. v. F.P.C., 227 F. 2d 470 (C.A. 10). 
_ It is clear that the change in rates that Mississippi is 
' obligated to file was ordered by the Commission on 
| June 3, 1953, and, therefore, is not a “‘retroactive’’ 
_ rate filing within the meaning of the term as used by 
- the Court in Hope Natural Gas Co. v. F.P.C., 196 F. 
2d 803 (C.A. 4) as claimed by petitioner. 
Mississippi contends (Pet. Br. 40) that the order 
here under review “purports to enforce a prior order 
- of the Commission”’ and therefore it is “‘within the ex- 
elusive jurisdiction of the District Courts” and with- 
out the jurisdiction of the Commission (2bid.). 
‘When the Commission issued its order of June 3, 
1958, it could not determine the amount of refund 
and change in rate Mississippi was to make, if any, 
since the United rate proceedings were pending. Not 
until October 20, 1958, when Mississippi submitted its 
proposal to file reduced rates and make refund did the 
Commission have before it the question of the amount 
of refund. Under the powers granted to it by the 
Act, particularly Section 16, the Commission issued its 
order of January 23, 1959, again setting forth Missis- 
sippi’s obligations under the June 3, 1953 order. If 
Mississippi refused. to obey the Commission’s order of 
January 23, 1959, and had not sought review of said 
order, then and only then would the Commission seek 
enforcement of Mississippi’s refund obligations in a 
District Court (Section 22 of the Act). 
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III. No error, prejudicial or otherwise, was committed by the 
Commission when it issued its order here under review 
without a hearing thereon 
Petitioner contends (Pet. Br. 41-42) that it was 

error to issue the order under review without first 

giving Mississippi an opportunity to present evidence 
and argument thereon. Petitioner’s contention is 
unsound. | 

The issues before the Commission, when it issued its 
order of January 23, 1959, were twofold : 

(1) Was United required by any final order 
or orders of the Commission to make any re- 
funds or rate reductions to Mississippi in the 
proceedings in Docket Nos. G—1142 and G-2019, 
or in either of them; 

(2) If so, had Mississippi complied with the 
Commission’s order issued June 3, 1953, by 
filing changes in its Rate Schedule F-1 and 
making refund within 60 days thereof? 

The answer to the first issue is, of course, that 
United was required in Docket No. G-1142 to reduce 
its rates and make refund to Mississippi. There is 
no controversy regarding this fact. 

The second issue is the one now before the Court: 
Was Mississippi’s proposal of October 20, 1958 in 
full compliance of the June 3, 1953 order? This ques- 
tion was the only issue before the Commission. Be- 
fore deciding this point and issuing its order thereon, 
the Commission had before it Mississippi’s proposal 
(R. 245); letter of intervenor, Illinois Power Com- 
pany (R. 257) ; letter of intervenor, Laclede Gas Com- 
pany (R. 259); letter of intervenor, MidSouth Gas 
Company (R. 272), all protesting the acceptance of the 
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| proposal; and Mississippi’s answers to the protests 
_ of the intervenors (R. 277). These letters were com- 
| parable to briefs of counsel, which adequately pre- 
' sented the party’s position therein. The denial of 
| oral argument, under these circumstances, was not an 
' abuse of the Commission’s discretion. Further, where 
- no question of fact remains to be resolved, hearing is 
not necessary. F.C.C. v. W.J.R. The Goodwill Sta- 
_ tton, Inc., 337 U.S. 265; Sun Ol Co. v. F.P.C., 256 
| FB. 2d 233, 240-241 (C.A. 5). See, N.L.B.B. v. Clausen, 
et al., 188 F. 2d 439 (C.A. 3), certiorari denied, 342 
U.S. 868; Fay v. Douds, 172 F. 2d 720 (C.A. 2). 


CONCLUSION 


For the foregoing reasons, it is respectfully sub- 
mitted that the Commission’s order issued January 23, 
1959, be affirmed. 


Wiiarp W. GatTCcHELL, 
General Counsel, 
W. RvssELL GORMAN, 
Assistant General Counsel, 
RosBerRtT W. PERDUE, 
Cyra S. Worsy, 
Attorneys, 
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Federal Power Commission, Washington 25, D.C. 
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STATEMENT OF QUESTIONS PRESENTED 


1. Whether or not the Order brought here for review 
violates the rate case settlement agreement proposed to the 
Federal Power Commission by Petitioner and others in 
good faith and accepted by the Commission’s Order of 
June 3, 1953 in the matter of Mississippi River Fuel Cor- 
poration, FPC Docket No. G-2153. 


2. Whether or not the subject matter of the Order brought 
here for review is outside the statutory jurisdiction of the 


Respondent, Federal Power Commission. 


3. Whether or not the Federal Power Commission Order 
brought here for review was unlawfully issued without giv- 
ing Petitioner a hearing, including due notice and the op- 
portunity to present evidence and argument thereon. 





Statement 


I. The Subject Matter of the Order Brought Here 
for Review Is Outside the Statutory Jurisdiction 
of the Respondent Federal Power Commission 
(P.B. 40; R.B. 23; IB. 40) 


A. The Order Brought Here for Review Pur- 
ports to be an Order Issued by Respondent 
to Enforce a Prior Order of Respondent ... 


B. The Federal Power Commission Has No Jur- 
isdiction to Enforce by Order Its Own Prior 
Orders, Said Jurisdiction Being Vested by 
the Congress Exclusively in the District 
Courts of the United States 


. The Question of Respondent’s Lack of Juris- 
diction to Enforce by Order Its Own Prior 
Orders Is Properly Before the Court and 
Was Not Waived 


1. The question of respondent’s lack of juris- 
diction to enforce by order its own previ- 
ous order by directing petitioner to file in 
1959 a tariff change retroactive to 1956 was 
properly raised in the application for re- 
hearing 


2. The point was not waived 


Il. The Federal Power Commission Order Brought 
Here for Review Was Unlawfully Issued With- 
out Giving Petitioner a Hearing, Including Due 
Notice and the Opportunity to Present Evidence 
and Argument Thereon (P.B. 5, 19-20; R.B. 26; 


A. Petitioner Had a Right to a Hearing 


1. The Commission’s order brought here for 
review constitutes adjudicatory action .... 


2. Adjudicatory action cannot validly be taken 
without a hearing 





Index Continued 


B. Petitioner Did Not Get a Hearing 
C. Petitioner Did Not Waive Its Right to a 


III. The Order Brought Here for Review Violates 
the Rate Case Settlement Agreement Proposed 
to the Federal Power Commission by Petitioner 
and Others in Good Faith and Accepted by the 
Commission’s Order of June 3, 1953 in the Mat- 
ter of Mississippi River Fuel Corporation, FPC 
Docket No. G-2153 


A. No Obligation to File a Change in Petition- 

_ er’s Rate Schedule F-1 Ever Arose Under 
Paragraph VII of the 1953 Settlement Agree- 
ment and Order in Docket G-2153 


(a) The 1953 Settlement Agreement and 


Order requirement that Mississippi 
contingently file changes in its Rate 
Schedule F-1 was expressly made sub- 
ject to the ‘Sunless otherwise ordered 
by the Commission’’ clause thereof .. 


Respondent had a duty to ‘‘otherwise 
order’’, so that no obligation to file a 
reduction in Respondent’s Rate Sched- 
ule F-1 would ever arise under the cir- 
cumstances and conditions which oc- 
curred 


(c) Respondent erred in failing to order a 
refund only instead of a change in Pe- 
titioner’s tariff Rate Schedule F-1 ... 


2. Effect of Timing of ‘‘Final Order’’ in 
United’s Case 


B. The Commission Erred in Ordering Petition- 
er to Refund More Than Its Actual Savings 
in the Cost of Gas Purchased From United .. 


Conclusion 
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REPLY BRIEF FOR PETITIONER 


STATEMENT 


This is a reply to the ‘“‘Brief for Respondent’’ (R.B.) 
and the ‘‘ Joint Brief for Intervenors’’ (I.B.). The ‘‘Brief 
for Petitioner’’ is sometimes hereinafter cited as ‘‘P.B.”’ 


Both of the adversaries’ ‘‘Statements of Questions 
Presented”’ are based on the false and misleading implica- 
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tion that Petitioner ‘‘filed * * * a revised tariff sheet’’ in 
1958 to effect a rate reduction in demand and commodity 
charges to its customers retroactive to 1956. (Respondent’s 
Counterstatement of the Questions Involved’”’ (R.B. (1)); 
Intervenors’ ‘‘Statement of Questions Presented’’, (I.B., 
unnumbered page following cover.) 


The fact is that Petitioner did mot file or tender for 
filing a revised retroactive rate-reducing tariff sheet in 
1958 and has not filed or tendered for filing a revised 
retroactive rate-reducing tariff sheet to this day. 


There is no ‘‘record’’ in this case in the statutory sense, 
because there was no hearing. 


But the miscellaneous collection of correspondence, 
orders, and what not, which Respondent has certified to 
this Court as ‘‘the material comprising the complete 
record’? upon which the ex parte order complained of was 
entered shows upon its face that Petitioner has not ‘‘filed 
* * * 5 revised tariff sheet’’ in 1958 to effect a retroactive 


rate reduction in demand and commodity charges to its 
customers, and further shows that Petitioner has not 
tendered for filing any such revised retroactive rate-re- 
ducing sheet. 


On the contrary, the so-called ‘‘record’’ certified by the 
Commission shows that on October 20, 1958 Petitioner 
made an offer to Respondent and to its utility customers, 
including the Intervenors here. (R. 242-255) This offer 
included a ‘‘Proposed Procedure for Passing on to Missis- 
sippi’s Customers Refund Received from United for the 
Period November 8, 1955 through December 31, 1955’’ 
(R. 242) and a ‘‘Proposed Procedure for Filing Retroac- 
tive Changes in Mississippi’s F-1 Tariff for the Closed-End 
Period January 1, 1956 through March 31, 1956’’. (R. 244) 
The second part of said offer included a statement that 
‘¢* © © Mississippi proposes to file retroactive changes in 
its Rate Schedule F-1 for the closed-end period January 1, 
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1956 to March 31, 1956 only’’. (R. 245-246) As a part of 
said offer, there was also included as a matter of form 
‘*A copy of proposed Substitute Third Revised Sheet No. 4 
of Mississippi’s F-1 Rate Schedule, making said retro- 
actively reduced rates to Mississippi’s utility customers 
effective for the closed-end period January 1, 1956 through 
March 31, 1956 only, * * * ’’ (R. 246, 248) 


Petitioner’s said offer of October 20, 1958 was obviously 
a proposal for a negotiated settlement, and not a filing or 
a tender for filing of a revised tariff sheet. Indeed, it 
was treated at the time by the Intervenors in this Court 
as a mere proposal for agreement. (R. 258, 259, 270.) 
Laclede, for example, said: 


(R. 259) 
‘‘Mississippi River Fuel Corporation, by letter to 
us of October 28, 1958, has sent us a copy of Missis- 
sippi’s letter to you, dated October 20, 1958, with 
enclosures. * * * 


R. 259) . 
‘‘This letter contains our comments on Mississippi’s 
suggestions, based on such study as we and our 
counsel have been able to make to date.”’ 


(R. 270-271) 
‘‘We trust that the Commission will be able to 
bring about compliance by Mississippi with the order 
in question without the necessity of a formal 
hearing.”’ 


And Illinois Power said: 


(R. 258) 

‘‘We are asking our counsel to examine into this, 
and we suggest that the matter of the approval of 
the Mississippi River refund and rate reduction plan 
be temporarily held in abeyance pending a deter- 
mination of the rights of Illinois Power and utility 
customers of Mississippi River under the provisions 
of the order at Docket No. G-2153.”’ 





(BR. 254) 
‘We are advised by our counsel * * * that the pro- 
posal of Mississippi as set forth in its said letters 
does not comply with ordering Paragraph (F) of 
the aforesaid opinion.”’ 


In none of the correspondence with regard to Petitioner’s 
letter of October 20, 1958, setting out Petitioner’s offer of 
an amicable agreement did anyone suggest that Petitioner 
had filed or tendered for filing a revised tariff sheet effect- 
ing a retroactive rate reduction, or anything but a proposal 
for agreement which Intervenors here each and all rejected. 


On December 2, 1958, Petitioner wrote another letter 
to the Commission which renewed its offer of agreement 
and repeated its request for Respondent’s approval of the 
offer, sending copies. to all Respondent’s utility customers. 
(R. 277-280) Having received no reply from Respondent 
to either of its offering letters, Petitioner wired the Re- 
spondent on December 5, 1958 requesting a reasonable 
extension of the sixty-day period provided in the 1953 
Settlement Order, ‘“‘to enable the Commission to Reply to 
Company’s Request for Approval of the Plan Proposed 
by Mississippi im its letter to the Commission dated 
October 20, 1958”’. (R. 281) 


Petitioner never received a letter from the Respondent 
either accepting or rejecting its offering proposal for 
agreement. 


Instead it was rudely slapped on January 23, 1959 with 
the order brought here for review, issued without notice 
or hearing. 

Thus, Petitioner first learned on January 23, 1959 that 
its package offer looking toward an amicable agreement, 
which could be accepted as an entirety or rejected as an 
entirety, was to be chopped up into little bits and pieces by 
the Respondent, picking and choosing what it liked, ignoring 
or rejecting what did not suit its purpose, and finally used 
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as the pretended basis for am order issued ex parte to force 
Petitioner to unlawfully disgorge over $2,000,000 of its 
hard-earned money, which the Intervenors in this Court 
were eagerly waiting to catch. 


But even the Respondent’s ex parte order of January 
23, 1959 recognized that Petitioner had not filed or tendered 
for filing any retroactive rate reducing tariff, because in 
ordering Paragraph (B), Respondent ordered Petitioner 
to file just such a tariff. (R. 293) 


It was not until Respondent and Intervenors filed their 
briefs m this Court and set up their statements of questions 
presented that they or either of them dared suggest that 
Petitioner had already ‘‘filed * * * a revised tariff sheet’’, 
a. suggestion which, though doubtless unintentional, is never- 
theless false and misleading. 


With the foregoing basic mis-statement of the Respond- 
ent-Intervenors’ Briefs corrected, the ‘‘Statement of Ques- 
tions Presented’” as set forth in Petitioner’s Brief (P.B., 


unnumbered page following cover), manifestly requires no 
change. 


The following Argument will reply to the Respondent- 
Intervenors” Briefs and discuss the questions presented 
in the following order: 


I. The subject matter of the Order brought here for 
review is outside the statutory jurisdiction of the Re- 
spondent, Federal Power Commission. 


Il. The Federal Power Commission Order bro 
here for review was unlawfully issued without giving 
Petitioner a hearing, including due notice and the 
opportunity to present evidence and argument thereon. 


Ill. The Order brought here for review violates the 
rate case settlement agreement. proposed to the Fed- 
eral. Power Commission by Petitioner and others in 

faith and accepted by the Commission’s Order 
of June 3, 1953 in the matter of Mississippi River Fuel 
Corporation, FPC Docket No. G-2153. 
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ARGUMENT 
I 


THE SUBJECT MATTER OF THE ORDER BROUGHT HERE FOR 
REVIEW IS OUTSIDE THE STATUTORY JURISDICTION OF 
THE RESPONDENT FEDERAL POWER COMMISSION (P.B. 40; 
R.B. 23; LB. 40) 


A. The Order Brought Here for Review Purporis to be an 
Order Issued by Respondent to Enforce a Prior Order of 
Respondent 

Petitioner’s brief pointed out that the Order brought 
here for review is outside the statutory jurisdiction of the 

Respondent: First, because the Natural Gas Act does not 

authorize the Commission to fix rates retroactively or to 

order a natural gas company to file a retroactive tariff, as 
this Order does, and Second, because the Order brought 
here for review, in that it purports to enforce a prior 

Order of the Commission, is outside the jurisdiction of the 

Federal Power Commission and within the exclusive juris- 

diction of the District Courts of the United States. 

(P.B. 25, 40) 


The Respondent-Intervenors’ briefs do not deny, as they 
cannot, that Respondent’s order of January 23, 1959 
brought here for review by Ordering Paragraph B pur- 
ports to require Petitioner to file thereafter a rate-reducing 
tariff to be effective January 1, 1956, or over three years 
retroactive. (R. 293) 


The Respondent-Intervenors’ Briefs admit, as they must, 
that under Hope Natural Gas Company v. Federal Power 
Commission 196 F 2d 803 (CA 4, 1952), the Respondent has 
no authority under the Natural Gas Act to fix rates retro- 
actively. (R.B. 25; LB. 31) 


They are thereby forced to contend, as they do, that the 
Order brought here for review, insofar as it purportedly 
requires Petitioner to file after January 23, 1959 a rate 
reducing tariff to be effective January 1, 1956, was issued 
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by Respondent to enforce a prior order of Respondent 
entered June 3, 1953. (R.B. 13, heading I, 23-24; LB. 42) 


The Respondent-Intervenors thus impale themselves on 
the other horn of their dilemma because the law is perfectly 
clear that the Federal Power Commission has no statutory 
authority to enforce by order its own prior orders, said 
jurisdiction being vested by the Congress exclusively in 
the District Courts of the United States. 


B. The Federal Power Commission Has No Jurisdiction to En- 
force by Order Its Own Prior Orders, Said Jurisdiction 
Being Vested by the Congress Exclusively in the District 
Courts of the United States 


The statutory scheme for enforcement of the Respond- 
ent’s order of June 3, 1953 in Docket G-2153 or any other 
order is clear upon the face of the Natural Gas Act. 


Pursuant to Section 22 of the Natural Gas Act: 


“‘Sec. 22. The District Courts of the United States, the 


District Court of the United States for the District of 
Columbia, and the United States courts of any Ter- 
ritory or other place subject to the jurisdiction of the 
United States shall have exclusive jurisdiction of viola- 
tions of this act or the rules, regulations, and orders 
thereunder, and of all suits in equity and actions at 
law, brought to enforce any liability or duty created by, 
or to enjoin any violation of, this act or any rule, 
regulation, or order thereunder. * * * ’? (Emphasis 
supplied) 


Section 20, Paragraphs (a) and (b) of the Natural Gas 
Act provide: 


‘‘Sec. 20. (a) Whenever it shall appear to the Com- 
mission that any person is engaged or about to engage 
in any acts or practices which constitute or will con- 
stitute a violation of the provisions of this act, or of 
any rule, regulation, or order there r,t may in tts 
discretion bring an action in the proper district court 
of the United States, the District Court of the United 
States for the District of Columbia, or the United 
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States courts of any Territory or other place subject 
to the jurisdiction of the United States, to enjoin such 
acts or practices and to enforce compliance with this 
act or any rule, regulation, or order thereunder, and 
upon a proper showing a permanent or temporary 
injunction or decree or restraining order shall be 
granted without bond. The Commission may trans- 
mit such evidence as may be available concerning such 
acts or practices or concerning apparent violations of 
the Federal antitrust laws to the Attorney General, 
who, in his discretion, may institute the necessary 
criminal proceedings. 


‘““(b) Upon application of the Commission the district 
courts of the United States, the District Court of the 
United States for the District of Columbia, and the 
United States courts of any Territory or other place 
subject to the jurisdiction of the United States shall 
have jurisdiction to issue writs of mandamus command- 
ing any person to comply with the provisions of this 
act or any rule, regulation, or order of the Commission 
thereunder.”’ (Emphasis supplied) 


And Natural Gas Act, Section 14(a) provides: 


“Src. 14. (a) The Commission may investigate any 
facts, conditions, practices, or matters which tt may 
find necessary or proper in order to determime whether 
any person has violated or is about to violate any 
provision of this act or any rule, regulation, or order 
thereunder, or to aid in the enforcement of the provi- 
sions of this act or in prescribing rules or regulations 
thereunder, or in obtaining information to serve as a 
basis for recommending further legislation to the 
Congress. * * *’’ (Emphasis supplied) 


Section 16 of the Natural Gas Act, upon which Respond- 
ent-Intervenors’ rely, which is entitled ‘‘ Administrative 
Powers of the Commission; Rules, Regulations and Orders’’ 
provides: 


‘‘Sec. 16. The Commission shall have power to perform 
any and all acts, and to prescribe, issue, make, amend, 
and rescind such orders, rules, and regulations as tt 
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may find eres or appropriate to carry out the 
provisions of this act. Among other things, such rules 
and regulations may define accounting, technical, and 
trade terms used in this act; and may prescribe the 
form or forms of all statements, declarations, applica- 
tions, and reports to be filed with the Commission, the 
information which they shall contain, and the time 
within which they shall he filed. * * * ’? (Emphasis 
supplied) 


Had the Congress seen fit to give the Respondent juris- 
diction to enforce by order its own prior orders, it would 
have so enacted. But it gave the exclusive jurisdiction to 
enforce orders of the Federal Power Commission to the 
District Courts of the United States. (Sec. 22.) Congress 
gave to the Respondent authority to commence actions and 
suits or seek writs of mandamus in the District Courts, 
‘“Whenever it shall appear to the Commission that any 
person is engaged or about to engage in any acts or prac- 
tices which constitute a violation of the provisions of this 
act, or of any rule, regulation, or order thereunder ‘‘or to 
command’’ any person to comply with the provisions of 
this act or any rule, regulation, or order of the Commission 
thereunder.’’ (Sec. 20, pars. (a) and (b)). Although 
Congress authorized the Commission to investigate to 
determine whether any person has violated or is about to 
violate any provision of this act or any rule, regulation 
or order thereunder, or to aid in the enforcement of the 
provisions of this act * * *,’’ (Sec. 14(a)), it pointedly 
authorized the Commission to * * * make * * * orders to 
carry out the provisions of this act’’ (Sec. 16), but, under 
the rule of expressio untus exclusw alterius, excluded from 
the grant the authority to issue orders to enforce the Com- 
mission’s own prior orders. 


The intent of Congress in withholding from the Federal 
Power Commission jurisdiction to enforce by order its own 
prior orders was to give to the natural gas company 
charged with a violation of a Commission order its full 
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day in the District Court. For that reason a mere deter- 
mination or statement by the Commission that a natural 
gas company has violated or is about to violate a Commis- 
sion order, even when made after hearing under the power 
to investigate contained in Section 14(a), has been held 
non-reviewable by the Court of Appeals. 


In Michigan Consolidated Gas Company v. Federal Power 
Commission 83 US APP. DC 395, 167 F 2d 264 (1948), this 
court said: 


‘<[2] The petition also asks us to review and set aside 
recent statements of the Commission to the effect that 
the 1945 order has a designated meaning, that Peti- 
tioner and Pipe Line Co. have violated it, and that the 
Commission planned ‘to proceed in accordance with 
the legal remedies available to it under the Natural 
Gas Act to enforce compliance’. These statements 
of the Commission are not orders within the reviewing 
authority that Congress has conferred upon Appellate 
Courts. What the 1945 order means, and whether 
Petitioner has violated it, are questions not for that 
court but for the District Court in which the Commis- 
sion may attempt to enforce the order.”’ 


And in Michigan Consolidated Gas Company v. Pan- 
handle Eastern Pipe Line Company, 226 F 2d 60, 70 (1955) 
(CA 6) (Allen CJ), the court said: 


‘“‘Since Article XVIII was not mentioned in the 
order of July 17, 1948, supra, this interpretation by 
the commission made in its Opinion 166-A has no legal 
effect. Atchison, T. & S. F. R. Co. v. United States, 
supra. [(1935) 295 US 193, 79 L ed 1382, 55 SCt 748] 
The commission is not authorized to interpret the legal 
effect of its own orders or alleged violations thereof, 
ef. Michigan Consol. Gas Co. v. Federal Power Com- 
mission (1948) 83 US App DC 395, 167 F2d 264, nor to 
extend their legal scope.’’ 


The Respondent thus has no authority to determine by 
order what its prior orders mean, or the legal effect there- 
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of, or whether they have been violated, or to extend their 
legal scope, or to enforce them. All power to enforce the 
Commission’s orders by orders has been vested by Congress 
exclusively in the District Courts, ergo it has not been 
vested in the Commission in whole or in part. 


In short, it is respectfully submitted that the Federal 
Power Commission has no jurisdiction to enforce by order 
its own prior orders, said jurisdiction being vested by the 
Congress exclusively in the District Courts of the United 
States. 


C. The Question of Respondent‘s Lack of Jurisdiction to En- 
force by Order Its Own Prior Orders Is Properly Before 
the Court and Was Not Waived 


The Respondent-Intervenors erroneously claim in their 
briefs (1) that the question of Respondent’s lack of juris- 
diction to enforce by order its own prior orders was not 
raised in the application for rehearing and (2) that the 
point was waived. (R.B. 23; I.B. 41) 


1. The question of respondent’s lack of jurisdiction to enforce by 
order its own previous order by directing petitioner to file in 
1959 a tariff change retroactive to 1956 was properly raised in 
the application for rehearing 


The application for rehearing specified (P.B. 18): 


**5. Upon the face of said Order of January 23, 1959, 
there appear the following errors, among others, to wit: 


“‘C. That the Commission erred in ordering that Mis- 
sissippi should file retroactively reduced tariff rates 
under Paragraph VII of the Settlement Agreement 
om Order herein for the period ending October 31, 
71 ied 


Moreover, Paragraph 4 of the application for rehearing 
further alleged that: 


‘‘without any statutory authority * * * the Commission 
went on to order Mississippi to make a further and 
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wholly unauthorized retroactive rate reduction’’. 
(P.B. 18) 


The specification of errors in the Application for Re- 
hearing is clearly sufficient to enable Petitioner to raise 
the question in this Court of the Commission’s authority 
under the Natural Gas Act to enforce by order its own 
previous order. In Mississippi River Fuel Corporation 
v. Federal Power Commission 252 F 2d 619 (1957) (CADC 
13199) (Prettyman CJ), Petitioner’s Application for Re- 
hearing specified that (CADC 13199 Record 952) : 


‘¢(1) The Commission erred in allowing in full in 
United’s cost-of-service of the 100% affiliated gas 
urchase costs represented by United’s purchases from 
nion Producing Company in certain major northern 
and Gulf Coast area gas fields.”’ 


In this Court, the Petitioner urged the theory of Crty of 
Detroit v. Federal Power Commission 230 F 2d 810 (CADC, 
1955), Cert. Denied 352 US 829 in support of that specifica- 
tion of error. The theory of the City of Detroit case had 
not been presented to the Commission by the Petitioner 
because this Court had not decided the Detrozt case until 
after the Federal Power Commission’s decision was 
rendered. United Gas Pipe Line Company, Intervenor, 
urged in this Court that the specification of errors in the 
Application for Rehearing did not permit consideration 
of the City of Detrowt case and the rule of law laid down 
therein, under the claimed error as specified in the Applica- 
tion for Rehearing. This Court rejected United’s claim 
with the following short statement: 


“<The petitioner’s application for rehearing specifically 
included this point. We do not read Federal Power 
Commission v. Colorado Interstate Gas Co. (1955) 
348 US 492, 8 PUR 3d 1, 99 L ed 583, 75 S Ct 467, 
as requiring that the application for rehearing cite 
every case relied upon before the court of appeals.’’ 
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It is respectfully submitted that in the case at bar the 
question of Respondent’s lack of jurisdiction to enforce 
by order its own previous order by directing Petitioner to 
file in 1959 a tariff change retroactive to 1956 was properly 
raised in the Application for Rehearing. 


2. The point was not waived 


The Respondent-Intervenors’ Briefs suggest that Peti- 
tioner cannot be heard to deny the Commission’s jurisdic- 
tion to order the filing of a retroactive tariff to enforce a 
prior order of Respondent because, forsooth, Petitioner in- 
cluded ‘‘filing retroactive changes in its Rate Schedule F-1”’ 
in the proposal for agreement set forth in Petitioner’s 
letter dated October 20, 1958. 

The Respondent-Intervenors did not accept Petitioner’s 
letter proposal of October 20, 1958 as written, mailed and 
sent. The approval requested by this proposal would have 
been wholly permissive, had it been granted. This rejected 
package proposal constitutes no basis for the claimed jur- 
isdiction to issue a mandatory order against Petitioner 
such as the order brought here for review. 

It is possible to do a great many things by agreement, 
which the Commission could not lawfully require any one 
to do by adverse order. 

Petitioner’s package proposal for an agreed order, once 
it was rejected by Intervenors and the Respondent, is dead, 
and cannot be used as a springboard to mount an ex parte 
attack against the Petitioner. 

Since the Respondent-Intervenors did not choose to ac- 
cept Petitioner’s package proposal for agreement, they 
were strictly on their own, and cannot now be heard to 
say that Petitioner agreed to the ex parte order brought 
here for review not in accordance with the terms of Peti- 
tioner’s proposal which is palpably in excess of the Re- 
spondent’s authority under the Natural Gas Act, because 
the Respondent is without jurisdiction to order the filing of 
a retroactive tariff to enforce a prior order of Respondent. 
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To summarize, since the order brought here for review 
purports to be an order issued by Respondent to enforce 
a prior order of Respondent, and since the Federal Power 
Commission has no jurisdiction to enforce by order its own 
prior orders, said jurisdiction being vested by the Con- 
gress exclusively in the District Courts of the United States, 
and since the question of Respondent’s lack of jurisdiction 
to enforce by order its own prior orders is properly before 
the Court upon the Application for Rehearing, and was 
not waived, therefore, it is respectfully submitted that 
the subject matter of the order brought here for review 
is outside the statutory jurisdiction of the Respondent, 
Federal Power Commission. 


pa 


THE FEDERAL POWER COMMISSION ORDER BROUGHT HERE 
FOR REVIEW WAS UNLAWFULLY ISSUED WITHOUT GIV- 
ING PETITIONER A HEARING, INCLUDING DUE NOTICE 
AND THE OPPORTUNITY TO PRESENT EVIDENCE AND 
ARGUMENT THEREON (P.B. 5, 19-20; R.B. 26: LB. 43-44.) 


Petitioner’s Brief, after noting that the Application for 
Rehearing properly raised the question as follows (P.B. 
18-19) : 


‘<5. Upon the face of said order of January 23, 1959, 
there appeared the following errors, among others, to 
wit: z < 

‘‘F. That the commission erred in making said Order 
without hearing and without giving Mississippi notice 
and opportunity to be heard.”’ 


pointed out that (P.B. 41): 


‘<The Order brought here for review was issued with- 
out giving Petitioner notice and opportunity to be 
heard. (R. 287-294) This was clearly error, especially 
in view of the express language of the 1953 Settlement 
Agreement, and particularly the ‘unless otherwise or- 
dered by the Commission’ clause of Paragraph VII 
thereof. (R. 217); Administrative Procedure Act, Sec- 
tion 5, paragraphs (a) and (b), 5 U.S.C. Sec. 1004.’ 
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The Respondent-Intervenors’ briefs contend (1) that Pe- 
titioner was not entitled to a hearing (I.B. 43-44; R.B. 27); 
(2) that Petitioner had a hearing (I.B. 43; R.B. 27); and 
(3) that Petitioner waived its right to a hearing (I.B. 43- 
44-45). 


The following reply will show that Petitioner had a right 
to a hearing; that it did not get a hearing; and that it did 
not waive its right to a hearing. 


A. 
Petitioner Had a Right to a Hearing 


Petitioner had a right to a hearing because the Commis- 
sion’s order brought here for review constitutes adjudica- 
tory action, and adjudicatory action cannot validly be taken 
without a hearing. 


1. The Commission’s order brought here for review constitutes 
adjudicatory action 


In Philadelphia Company v. Securities and Exchange 
Commission, City of Pittsburgh, Intervenor, 175 F2d 808, 
(1949) CADC (Stephens, C.J.), this court said at p. 816: 


<< * * * Tt is elementary that the action of an adminis- 
trative tribunal is adjudicatory in character if it is 
particular and immediate, rather than, as in the case 
of legislative or rule-making action, general and future 
in effect. Prentis v. Atlantic Coast Line Co. (1908) 
211 US 210, 53 L ed 150, 29 S Ct 67; Louisville & N. R. 
Co. v. Garrett (1913) 231 US 298, 58 L ed 229, 34 S Ct 
48; 42 Am Jur, Public Administrative Law, §§ 38-40. 
**-* ” (Emphasis supplied) 


Within that definition, the adjudicatory character of the 
Commission’s order brought here for review is indubitable. 
The order is particular, i.e., it applies to Petitioner alone. 
It is immediate in its operation, because it orders Petitioner 
(1) to file retroactively reduced tariff rates under para- 
graph VII of the Settlement Agreement and Order in Mis- 
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sissippi Docket No. G-2153 for the period ending October 
31, 1958 (R. 293) (P.B. 17), (2) to refund to its customers 
the excess collected over and above the ordered retroac- 
tively reduced tariff rates for the period from January 1, 
1956, through October 31, 1958 (R. 293) (P.B. 17), and (3) 
to pay interest at 6 percent per annum on the excess col- 
lected over and above the ordered retroactively reduced 
tariff rates for the period from January 1, 1956, through 
October 31, 1958, from the date of receipt of such amounts 
to the time of refund. (R. 293) (P.B. 17). Moreover, as 
appears from the argument herein I, supra, the order 
brought here for review operates as a pretended diminu- 
tion of the authority of the District Courts of the United 
States. 


2. Adjudicatory action cannot velidly be taken without a hearing 
As this court said in Philadelphia Company v. Securities 


and Exchange Commission, City of Pittsburgh, Intervenor, 
supra, at page 817 of 175 F2d: 


‘6(3.5] Itis elementary also in our system of law that 
adjudicatory action cannot be validly taken by any tri- 
punal, whether judicial or administrative, except upon 
a hearing wherein each party shall have opportunity to 
know of the claims of his opponent, to hear the evidence 
introduced against him, to cross-examine witnesses, to 
-ntroduce evidence in his own behalf, and to make argu- 
ment. This is a requirement of the due process clause 
of the Fifth Amendment of the Constitution. The ap- 
plicability of this clause to the quasi-judicial proceed- 
ings of an administrative agency is recognized in Wil- 
son v. Federal Communications Commission, No. . 
decided by this court April 12, 1948, 170 F2d 793, citing, 
among other authorities, Londoner v. Denver (1908) 
910 US 373, 52 Led 1103, 28 S Ct 708; Federal Radio 
Commission v. Nelson Bros. Bond & Mortg. Co., 289 
US 266. 77 Led 1166, PUR1933D 465, 53 S Ct 627, 89 
ALR 406, and Morgan v. United States (1938) 304 
US 1, 82 Led 1129, 23 PUR NS 339, 58 S Ct 773. Cf. 
also WJR, The Goodwill Station, Ine. v. Federal Com- 
munications Commission, No. 9464, decided by this 
court October 7, 1948.”’ 
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Moreover, the provisions of the Natural Gas Act itself 
contemplate a quasi-judicial hearing for adjudicatory ac- 
tion by the Commission. Section 15(a) provides that 
‘‘Hearings under this act may be held before the Commis- 
sion, any member or members thereof, or any representa- 
tive of the Commission designated by it, and appropriate 
records thereof shall be kept.’? Section 19(b) of the Act, 
providing that any person aggrieved by an order issued by 
the Commission in a proceeding under the act may obtain 
a judicial review of the same, contemplates a hearing by 
the Commission, evidence taken, findings of fact made, and 
the making of a transcript of the record upon which the 
order was entered. The requirements of this section as 
written contemplate a hearing conducted in a manner ap- 
propriate for adjudicatory action. But even if the require- 
ments of the Act could be said to be less than clear in this 
respect, they must be construed as contemplating a hearing 
so held. in order to avoid conflict with the Constitution. 
Philadelphia Company v. Securities and Exchange Com- 
mission, supra, 175 F2d at p. 817. 


The order brought here for review was a matter ‘‘re- 
quired by statute to be determined on the record after 
opportunity for an agency hearing’? within the meaning 
of Section 1004 of Title 5 USCA. The provision for hear- 
ing in all such cases as this has been written into the 
Administrative Procedure Act in most explicit terms, and 
the result is that those terms are as definitive of the 
Commission’s duty as if they had been written into the 
Natural Gas Act itself. As the court said in Public 
Utility District No. 1 of Douglas County, State of Wash- 
ington v. Federal Power Commission (Public Utility Dis- 
trict No. 1 of Chelan County, State of Washington, 
Intervenor), 242 F2d 672 (1957) (CA 9) (Pope, C.J.), at 


page 678: 


sc# ®© ® This section of the Administrative Procedure 
Act calls for notice of hearing to persons entitled 
thereto, and makes mandatory the granting of oppor- 
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tunity to such persons to submit evidence, present 
argument, and participate in the consideration of facts 
to be determined by the commission. Section 1006 of 
the same Title, provides for the conduct of such hear- 
ings, the evidence to be received, and that no order 
may be issued ‘except upon consideration of the whole 
record ... and as supported by and in accordance 
with ... the evidence,” (‘‘. . . and no sanction shall 
be imposed or rule or order be issued except upon 
consideration of the whole record or such portions 
thereof as may be cited by any party and as sup- 
ported by and in accordance with the reliable, pro- 
bative, and substantial evidence. Every party shall 
have the right to present his case or defense by oral 
or documentary evidence, to submit rebuttal evidence, 
and ito conduct such cross examination as may be 
required for a full and true disclosure of the facts.”’ 
Title 5 USCA § 1006(c).) and provides that ‘The 
transcript of testimony and exhibits, together with all 
papers and requests filed in the proceeding, shall con- 
stitute the exclusive record for decision in accordance 
with § 1007 of this title.’ Sectton 1007 provides for 
opportunities for proposing findings and the taking 
of exceptions, particularly in cases where initial or 
tentative decisions have been made by examiners. * * * 
Section 1009(e) provides: (Emphasis supplied) 


‘‘(e) So far as necessary to decision and where 
presented the reviewing court shall decide all relevant 
questions of law, interpret constitutional and statu- 
tory provisions, and determine the meaning or appli- 
eability of the terms of any agency action. It shall 
(a) compel agency action unlawfully withheld or un- 
reasonably delayed; and (B) hold unlawful and set 
aside agency action, findings, and conclusions found to 
be (1) arbitrary, capricious, an abuse of discretion, 
or otherwise not in accordance with law; (2) contrary 
to constitutional right, power, privilege, or mmmunity; 
(3) in excess of statutory jurisdiction, authority, or 
limitations, or short of statutory right; (4) without 
observance of procedure required by law; (5) unsup- 
ported by substantial evidence in any case subject to 
the requirements of §§ 1006 and 1007 of this title or 
otherwise reviewed on the record of an agency hearing 
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provided by statute; or (6) unwarranted by the facts 
to the extent that the facts are subject to trial de novo 
by the reviewing court. In making the foregoing 
determinations the court shall review the whole record 


or such portions thereof as may be cited by any party, 


and due account shall be taken of the rule of prej- 
udicial error.’? (Underlining supplied.) 


It is respectfully submitted that since the Commission’s 
order brought here for review constitutes adjudicatory 
action and since adjudicatory action cannot validly be 
taken without a hearing under the applicable provisions 
of the Constitution of the United States, the Natural Gas 
Act and the Administrative Procedure Act, the Petitioner 
clearly had a right to a hearing. 


B. 
Petitioner Did Not Get a Hearing 
In the case at bar the Petitioner did not get a hearing 


because : 


(1) The Respondent permitted only an exchange of cor- 
respondence between Petitioner, the customers of Peti- 
tioner, and the Respondent, to which the Respondent made 
no reply, (2) Respondent failed to apprise Petitioner of 
the action which it proposed to take, (3) Respondent failed 
to introduce or receive evidence, to hear witnesses, to 
permit cross-examination and to make a proper transcript 
of the record, (4) Respondent erroneously failed to assume 
the burden of proof in respect of the propriety of its pro- 
posed action, (5) Petitioner was deprived of its right to 
present its case or defense by oral or documentary evi- 
dence and there is no transcript of testimony and exhibits 
to constitute the exclusive record for decision upon which 
this Court could determine whether on the record as a 
whole there is substantial evidence to support the Com- 
mission’s findings, and (6) Petitioner asserts in its brief 
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that there are factual issues between it and the Commission 
material to the controversy. (e.g., Infra, IIT) 


It is respectfully submitted that Petitioner did not get 
a hearing before the Respondent, Federal Power Commis- 
sion, for the same reasons that the Petitioners were held 
not to have received a hearing in Philadelphia Company v. 
Securities and Exchange Commission, 175 F. 2d 808 (1949) 
(CADC): (Stephens, C.J.) and Public Utuities District v. 
Federal Power Commission, 242 F. 2d 672 (1957) (CA 9) 
(Pope, C.J.), supra. 


Cc. 
Petitioner Did Not Waive Its Right to a Hearing 


The Petitioner’s letter of October 20, 1958, being a mere 
proposal for an agreed settlement, which was not ac- 
cepted, was not intended as a waiver of Petitioner’s right 
to a hearing, and did not have any effect on the rights of 
the parties in this court. The Respondent did not advise 


Petitioner that it regarded Petitioner’s proposal as a waiver 
of Petitioner’s right to a hearing, until Respondent filed 
its brief\in this Court. The Petitioner assigned the Re- 
spondent’s denial of its right to a hearing as error in the 
application for rehearing, which was the first opportunity 
Petitioner had to raise the question, and Petitioner has been 
pressing that claim ever since. Under these circum- 
stances it is respectfully submitted that the Respondent- 
Intervenors’ claim that Petitioner waived its right to a 
hearing is fanciful to the point of being frivolous. 


Were that not so, as it is, one Court of Appeals has 
gone so far as to hold that the right to a hearing is so 
fundamental that it is not lost even through failure to 
assign it as error in the application for rehearing, so long 
as the party not receiving the hearing assigns error to the 
ultimate action taken by the Commission. Public Utility 
District v. Federal Power Commission, 242 F. 2d 672, 683 
(1957) (CA 9) (Pope, C.J.), supra. 
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Since Petitioner had a right to a hearing, did not get a 
hearing, and did not waive its right to a hearing, it is re- 
spectfully submitted that the Federal Power Commis- 
sion’s order brought here for review was unlawfully 
issued without giving Petitioner a hearing, including due 
notice and the opportunity to present evidence and argu- 
ment thereon. 


tr 


THE ORDER BROUGHT HERE FOR REVIEW VIOLATES THE 
RATE CASE SETTLEMENT AGREEMENT PROPOSED TO THE 
FEDERAL POWER COMMISSION BY PETITIONER AND 
OTHERS IN GOOD FAITH AND ACCEPTED BY THE COM- 
MISSION’S ORDER OF JUNE 3, 1953 IN THE MATTER OF 
MISSISSIPPI RIVER FUEL CORPORATON. FPC DOCKET 
NO. G-2153 


The Respondent-Intervenors’ Briefs argue (1) that under 
the 1953 Settlement Agreement and Order, Mississippi was 
obligated absolutely in 1958 to file a change in its Rate 
Schedule F-1 and (2) that the Commission properly 


ordered Petitioner to refund to its customers more than 
its savings in the cost of gas purchased from United. (I.B. 
23-24; R.B. 21-22). 


The following argument will point out that both of these 
arguments are unsound. 


A. No Obligation to File a Change in Petitioner’s Rate Sched- 
ule F-1 Ever Arose Under Paragraph VII of the 1953 
Settlement Agreement and Order in Docket G-2153 

l. EFFECT OF “UNLESS OTHERWISE ORDERED” CLAUSE 

(a) The 1953 Settlement Agreement and Order requirement that 
Mississippi contingently file changes in its Rate Schedule F-1 was 
expressly made subject to the “unless otherwise ordered by the 
Commission” clause thereof 

Paragraph (F) of the 1953 Settlement Order contained 
the clause ‘‘unless otherwise ordered by the Commission”’. 

(P.B. 9) Paragraph VI of the Settlement Agreement 

which was incorporated in the 1953 Settlement Order in 
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Docket G-2153 contained the ‘‘unless otherwise ordered by 
the Commission’’ clause. And Paragraph VII provided 
that upon the happening of the contingency therein con- 
tained ‘‘ Mississippi, wnless otherwise ordered by the Com- 
mission, shall file with the Commission changes in its Rate 
Schedule F-1’’, and thus the contingent obligation to file 
changes in Rate Schedule F-1 was expressly made subject 
to the ‘‘unless otherwise ordered’’ clause. 


There is a factual dispute among the parties as to the 
origin and purpose of the ‘‘unless ordered by the Commis- 
sion’’ clause. Had the Petitioner been given a hearing, 
as it was not, and had the Respondent assumed the burden 
of proof which rests upon him who affirms, not him who 
denies, Philadelphia Company v. Securities and Exchange 
Commission, City of Pittsburgh, Intervenor, 175 F2d 808 
(1949) (CADC) (Stephens, CJ), supra, Petitioner would 
have proved by competent evidence that the ‘‘wnless other- 
wise ordered by the Commission’’ clause was inserted in 
the 1953 Settlement Agreement and Order at the instance 
of Petitioner, and that the purpose of it was to protect 
Petitioner in the event that any unforeseen circumstances 
might arise which would render the other language of the 
Settlement Agreement and the order based thereon incon- 
sistent with the basic underlying purpose of Paragraphs 
VI and VII, which was to pass on to Mississippi’s utility 
eustomers only such reductions in costs of gas purchased 
by Mississippi from United as Mississippi should actually 
receive. Since Petitioner did not receive a hearing (supra, 
TI), Petitioner calls upon Respondent and Intervenors to 
so stipulate in open court. In the event that Respondent 
and Intervenors refuse to so stipulate, Petitioner offers to 
prove that the “‘unless otherwise ordered by the Commis- 
ston’’ clause in Paragraphs VI and VII of the Settlement 
Agreement and Order and in Paragraph (F) of the Settle- 
ment Order itself was inserted at the instance of Petitioner 
and for its protection, and for the purpose and with the 
intent of protecting Petitioner against unforeseen circum- 
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stances which might render the other language of Para- 
graphs VI and VII inconsistent with the basic object of 
requiring Petitioner to pass on to its utility customers only 
such savings in the cost of gas purchased from United as 
Petitioner might receive from United during the life of the 
Settlement Agreement and Order in Docket G-2153. 


(b) Respondent had a duty to “otherwise order”, so that no obligation 
to file a reduction in Respondent’s Rate Schedule F-1 would ever 
arise under the circumstances and conditions which occurred 

Respondent had a duty to ‘‘otherwise order”’ in this case 
upon the facts and under the circumstances which did de- 
velop, so that Respondent would be obliged to make refunds 
only and not to file any change in Petitioner’s tariff Rate 

Schedule F-1. Respondent and Intervenors suggest in their 

brief, which Petitioner denies, that the filing of a change in 

Petitioner’s Rate Schedule F-1, might have created techni- 

cal problems under Section 4 of the Natural Gas Act. If 

such technical difficulties might have arisen, had a reduction 
in Petitioner’s Rate Schedule F-1 been filed or tendered for 
filing, as it was not, and if they might have embarassed the 

Respondent and the parties in carrying out the basic 

purpose and intent of the Settlement Agreement and Order 

of June 3, 1953, as they would not, the Commission 
was empowered to carry out the basic purpose and intent 
by a refund order which it could have made under the 
reserved power to order further refunds contained in the 

1953 Settlement Order, Paragraphs (H) and (J) (R. 225), 

which left in effect all paragraphs of the Commission’s 

‘<Order making effective increased rates under bond and 

subject to refund and providing for hearing’’, except Sub- 

paragraph (D5) and Paragraphs (E) and (F), (BR. 168- 

175) and particularly left in effect Paragraph (D) Sub- 

paragraphs (1)-(4) thereof, both inclusive (R. 172-173), 

thereby reserving the power to order further refunds, and 

in the event that the Commission hereafter orders refunds 
below the 1953 level for gas sold to Mississippi during the 

life of Docket G-2153 in subsequent United dockets, 1.e., 

United dockets subsequent to G-2019 and G-1142, the Com- 
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mission has ample power under the ‘‘unless otherwise 
ordered’’ clause of Paragraph VII and the reserved power 
to order further refunds contained in the 1953 Settlement 
Order, Paragraphs (H) and (J), to require Mississippi 
to pass on to its utility customers in accordance with the 
basic purpose and intent of the 1953 Agreement and Order 
their proportionate share of such ‘‘reduced costs of gas 
purchased by Mississippi from United’’ so Iong as the 
Mississippi rates approved in the 1953 Settlement Agree- 
ment continued in effect. (P.B. 30-31), that is, through 
October 31, 1958. 


(c) Respondent erred in failing to order a refund only instead of a 
_ Change in Petitioner’s tariff Rate Schedule F-1 


Upon the facts and circumstances which occurred, Re- 
spondent erred in failing to order appropriate refunds only 
instead of a change in Petitioner’s tariff Rate Schedule F-1, 
for the reason that Respondent could have carried out the 
purpose and intent of the 1953 Settlement Agreement and 


Order in Docket G-2153 by ordering in 1958 appropriate 
refunds for the period up to but not including April 1, 1956, 
and by not ordering any reduction in Petitioner’s Rate 
Schedule F-1, in order to avoid raising any technical prob- 
lems under Section 4 of the Natural Gas Act which might 
require Petitioner to pass on to its customers refunds or 
rate reductions which Petitioner never received from 
United. 


It is respectfully submitted that, since the 1953 
Settlement Agreement and Order, requiring that Missis- 
sippi contingently file changes in Rate Schedule F-1, was 
expressly made subject to the ‘‘unless otherwise ordered 
by the Commission’’ clause, and since Respondent had a 
duty to ‘‘otherwise order’’, so that no obligation to file a 
reduction in Respondent’s Rate Schedule F-1 would ever 
arise under the circumstances and conditions. which oc- 
curred, and since Respondent erred in failing to order a 
refund only instead of a change in Petitioner’s tariff Rate 
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Schedule F-1, no obligation to file a change in Petitioner’s 
Rate Schedule F-1 ever arose under Paragraph VII of the 
1953 Settlement Agreement and Order. 


2. EFFECT OF TIMING OF “FINAL ORDER” IN UNITED’S CASE 


There was no obligation to file a change in Petitioner’s 
Rate Schedule F-1 for the further reason that the obliga- 
tion never matured because of the date of the ‘‘final order’”’ 
in United’s rate case, Dockets G-2019 and G-1142, which 
was September 11, 1958. 


The Order brought here for review says that the Sep- 
tember 11, 1958 Order ‘‘ . . . must be deemed to be a ‘final 
order’ within the contemplation of Article VII of the set- 
tlement....’’ 


No order issued prior to September 11, 1958 was a “‘final 
order’? in United’s case, Dockets G-2019 and G-1142, or 
either of them, which ‘‘required’’ United to make any re- 
duction in its rates to Mississippi. Respondent’s order of 
November 8, 1955 was not a ‘‘final order’’ because it was 
vacated and set aside. Respondent’s order of January 6, 
1956 did not ‘‘require’’ United to make any reduction in 
its rates. United’s acceptance of either or both of these 
earlier orders therefore created no obligation on the part 
of Petitioner. The 1956 exchange of letters between Re- 
spondent and Petitioner and their subsequent conduct until 
the September 11, 1958 order was issued in United’s case 
is consistent with the foregoing construction and no other. 


The question is thus narrowed to whether or not the final 
order of September 11, 1958 in United’s case would mature 
the obligation to file a change in Petitioner’s Rate Sched- 
ule F-1 under Paragraph VII, even if we pretend that there 
is no *‘unless otherwise ordered by the Commission”’ clause 
and no reservation of the power to order further refunds 
in the 1953 Settlement Order, Paragraphs (H) and (J), as 
there is. 
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But the Respondent-Intervenors, who have the burden of 
proof, have now conceded that the Order of September 11, 
1958 did not ‘‘require’’ United to reduce its rates. It 
merely approved what had already been done, and was not 
a ‘‘reduction in the rates to be charged or collected for 
natural gas sold by United to Mississippi’’, within the 
meaning of Paragraph VII. 


Since the ‘‘final order’’ of September 11, 1958 in United’s 
case was not a ‘‘reduction in the rates to be charged or col- 
lected for natural gas sold by United to Mississippi’’, there- 
after, (these rates having been increased as of April 1, 
1956, and such increased rates were not reduced for the 
future by the order of September 11, 1958), the ‘‘final or- 
der’’ of September 11, 1958 in United’s case did not create 
any obligation on the part of Mississippi to reduce its 
rates thereafter for the future to its customers. 


And since Mississippi had no obligation to file a rate 
reduction for the future, it had no obligation under Para- 


graph VII to file any tariff rate reduction whatever. 


The mere unacecepted proposal in Petitioner’s letter of 
October 20, 1958 to file, as a mechanical incident to its re- 
jected refund offer, a retroactive tariff sheet ‘‘for the 
closed-end period January 1, 1956-March 31, 1956 only’’ 
—which Petitioner did not file—is entirely consistent with 
the foregoing argument. Petitioner in said settlement 
offer of October 20, 1958 stoutly maintained and still does 
that it never had any obligation under Paragraph VII to 
file any rate reduction for the future whatsoever. 


As the Court will recall, the Respondent’s Order of June 
3, 1953, Paragraphs (H) and (J), reserved the right to 
order further refunds in Docket G-2153, but did not reserve 
the right to order the filing of a further rate reducing 


tariff. 


The Natural Gas Act, Section 4(d), requires the filing of 
a change in a rate schedule by the natural gas company 
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only when rates are to be changed for the future. Section 
4(e) of the Natural Gas Act provides that the Commission 
may ‘‘order such natural-gas company to refund . . . the 
portion of such increased rates . . . by its decision found 
not justified.”’ 


Since the Commission’s final order of September 11, 1958 
did not require United to reduce its rates to Mississippi pro- 
spectively, the only action the Commission could lawfully 
take vis-a-vis Mississippi was to exercise its reserved power 
to order refunds. 


It is respectfully submitted that there was no obligation 
to file a change in Petitioner’s Rate Schedule F-1 for the 
further reason that the obligation never matured because 
Respondent’s ‘‘final order’’ of September 11, 1958 did not 
reduce the rates to be thereafter charged by United to 
Mississippi within the meaning of Paragraph VII of the 
1958 Settlement Agreement and Order. 


B. The Commission Erred in Ordering Petitioner to Refund 
More Than Its Actual Savings in the Cost of Gas Pur- 
chased From United 


The Intervenors contend that the settlement ‘‘. . . did 
not contemplate that Mississippi would ‘pass on’ reduc- 
tions in ‘costs’. In fact, in the one instance where the 
word ‘costs’ is used in either paragraph VI or paragraph 
VII, it is used in a sentence that tells how the amount of 
the ‘rate reduction to be made by Mississippi is to be 
determined’ ...’’? (LB. 23). Instead, they contend that 
the important thing is the reduction in the ‘‘demand’’ 
and ‘‘commodity’”’ charges of a rate schedule. It seems 
self-evident that Intervenors have the cart before the horse; 
that the contemplated change in demand and commodity 
components of a rate schedule was merely the mechanics, 
the form, for passing on the cost reduction. In short, the 
contemplated change in rate schedule cannot be made the 
substantive obligation rather than a mere incident of it. 





28 


The Respondent-Intervenors’ emphasis of form over 
substance demonstrates their realization that their technical 
argument fails unless form 7s made supreme—ie., unless 
the real purpose of the agreement can be stifled by such 
form. We submit it cannot. 


The fact that United’s rates to Petitioner were pending 
at the time of the 1953 settlement was well known by all. 
Petitioner’s filing resulting in this settlement had been 
tendered a year earlier and erroneously rejected by Re- 
spondent because it anticipated United’s mcrease. When 
Petitioner resubmitted the filing in 1953 pursuant to man- 
date of Court, Mississippt River Fuel Corporation v. Fed- 
eral Power Commission, 202 F. 2d 899, (3rd Cir., 1953) 
(after a year’s delay caused by Respondent’s illegal rejec- 
tion), United’s rate increase had been filed and made 
effective subject to refund. Ibid, Footnote, p. 900. 


The 1953 settlement rate of $1:80 demand and 17¢ com- 
modity was based on Petitioner’s paying United at the 


increased rates United was then collecting. Recognizing 
that those rates of United were subject to change in pend- 
ing proceedings, the settlement agreement by paragraphs 
VI and: VII purely and simply sought to prevent fhe 
windfall that would imure to Petitioner if the cost of gas 
purchased from United were subsequently reduced. 


The use of the words ‘‘costs’”’ and ‘‘reductions’’ in the 
settlement and order accepting it is of controlling im- 
portance when it is realized that the cost of gas purchased 
from United is the sole cost-of-service factor dealt with 
as respects possible refunds, albeit a very important factor. 
Furthermore, the context in which those words were em- 
ployed is far different than Intervenors suggest. ‘‘Costs’’ 
is not used in the sense of being part of the ‘‘manner’’ 
(i.e., form) of making the reduction as Intervenors imply. 
On the contrary, ‘‘costs’’ is the very thing to which the 
reduction contemplated was to be attributable. The context 
is: 
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‘‘The manner of eS the amount of such rate 
reduction to be made by Mississippi attributable to 
reduced costs of gas purchased by Mississippi from 
United . . . is as follows:”’ 


{Para. VII) 


Then follows the formula or mechanics of adjusting the 
- demand and commodity charge, which in turn, is followed 
by the last sentence of Paragraph VII, which further 
demonstrates that the purpose of the settlement was for 
| Petitioner to pass on the proper proportion of reductions 
in United’s rates: 
‘<Tf in ordering such reduction in United’s rates either 
the demand charge or commodity charge is increased, 
then the reduction to be made by Mississippi in the 
demand charge and commodity charge in Rate Schedule 
F-1 shall be varied to the extent necessary to carry 
out the purpose of having Mississip pass on to tts 
utility customers only the proper proportion of any 
such overall reduction of United’s rates.’’ 


Obviously the last quoted sentence deals with a particular 
eventuality, but it is nonetheless expressive of the pur- 
pose of the settlement. It is a well known principle that an 
agreement or document must be construed as a whole to give 
effect to its meaning and purpose. 12 Am. Jur., Contracts 
§ 241; Restatement, Contracts (1932) § 235(c). We respect- 
fully sabmit that the setthment and order accepting it can- 
not be viewed as an entirety without concluding that 
Petitioner merely agreed to pass on gas purchased cost 
savings in fact realized. Rather than realizing any reduc- 
tions in such eosts for the period after April 1, 1956, Peti- 
tioner has in fact had higher costs for gas purchased from 
United. It is patently impossible to pass on something 
we never received. 


The United rate proceeding in Docket Nos. G-1142 and 
G-2019 was the only United case pending at the time of 
the settlement which might affect the cost of gas pur- 
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chased by Petitioner from United. Accordingly, the settle- 
ment agreement is specific in its treatment of those par- 
ticular proceedings as respects Petitioner’s obligation to 
pass on cost savings. And, as it turns out, Petitioner has 
not received any cost savings except as a result of those 
proceedings. In consequence, the only obligation of Peti- 
tioner at present stems from the outcome of those pro- 
ceedings. Petitioner stands ready to pass on to its resale 
customers the $300,000 which is their proportionate share 
of the reductions in the cost of purchased gas so far re- 
ceived from United. But Petitioner has brought here for 
review the Respondent’s Order of January 23, 1959 because 
it unlawfully purports to require Petitioner to pass on to 
its resale customers about $2,000,000 which Petitioner has 
not received from United as a reduction in the cost of 
purchased gas. 


Petitioner’s refund obligation as respects United Doc- 
ket Nos. G-1142 and G-2019 is clearly one governed 
by the final order in that case, and there is no reason in 
law or fact to relate the scope of its obligation to a 
period either less or more than the period for which 
that final order made United’s rate reduction firm 
as to Petitioner, i.e, November 8, 1955—March 31, 
1956. The substantive purpose and underlying philosophy 
of this settlement was to pass on any reduction of the 
United: costs below the settlement level which Petitioner 
might in fact receive during the life of Docket G-2153. 
Petitioner stands ready to abide by its agreement, properly 
applied, and only asks that the other parties be compelled 
to do likewise. Specifically, if the Commission should here- 
after order refunds below the 1953 level for gas sold to 
Mississippi during the life of Docket G-2153 in United 
dockets subsequent to G-2019 and G-1142, Mississippi 
stands ready to pass on to its utility customers pursu- 
ant to appropriate refund order in accordance with the 
basic purpose and intent of the 1953 Settlement Agreement 
and Order their proportionate share of such ‘‘reduced 
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costs of gas purchased by Mississippi from United’’ so 
long as the Mississippi rates approved in the 1953 Settle- 
ment Agreement continued in effect, (P.B. 30-31), that is 
through October 31, 1958. (Supra, IIT A.) 


The Respondent Federal Power Commission seeks to 
penalize Petitioner because Petitioner absorbed the increase 
in the cost of the gas purchased from United during the 
period April 1, 1956 to November 1, 1958 without any in- 
crease in Petitioner’s own rates. (R.B.18) Apparently, 
the Federal Power Commission and its able staff have 
forgotten what they told the Court of Appeals when the 
Natural Gas Act was young in the original Hope Natural 
Gas Company case, (Hope Natural Gas Company v. Fed- 
eral Power Commission, et als. Brief of Federal Power 
Commission, CCA 4, p. 130) (1942) namely: 


‘¢The Natural Gas Act was passed for the benefit of the 
ultimate consumer and not for the benefit of inter- 
mediate distribution companies which purchased gas at 


wholesale. Natural Gas eae Co. v. Federal Power 


Commission, F.2d (CCA 7, June 30, 1942) ; Mis- 
sissippi Fuel Corporation v. Federal Power Commis- 
sion, 121 F2d 159, 164.”’ 


By not filing for increased rates, Petitioner’s practical 
construction of the 1953 Settlement Agreement and Order 
was manifestly for the benefit of the ultimate consumer, 
and Petitioner was not bound to anticipate that Respond- 
ent would after years of inaction enter an order con- 
struing it for the benefit of the intermediate distribution 
companies with whom Respondent is now aligned in this 
Court. Respondent speculates (R.B. 18) that Petitioner’s 
‘‘past failure to file increased rate proposals whenever 
United increased its rates or charges to Mississippi’’ was 
a management decision ‘‘. . . based upon the Company’s 
knowledge of the return upon its operations, its costs, and 
the contingent refunds and/or reductions of the final dis- 
position of . . . Docket Nos. G-1142 and G-2019’’. What 
Respondent ignores is the fact that Petitioner construed 
its agreement the same then as it does now and that it 
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had no reason to believe Respondent would construe it 
as it now has. It is completely unrealistic to assume that 
because Petitioner felt it could bear the United increases 
(temporarily) while its rate was $1.80 and 17¢, it could 
or would have borne them at the retroactively reduced 
rate now contended for by our opponents. 


The Intervenors ask the Court to believe that Petitioner’s 
customers are somehow ‘‘prejudiced’’ (IB. 26) unless Pe- 
titioner pays them the $2,000,000 here involved. Yet they 
cannot in fact show a scintilla of prejudice. How Peti- 
tioner’s rate could be reasonable and acceptable to its cus- 
tomers at the settlement date but somehow become ‘‘preju- 
dicial’’, to them when Petitioner experienced increased 
costs without passing them on, is indeed difficult to compre- 
hend. 


It is respectfully submitted that this Commission erred 
in ordering Petitioner to refund more than its actual sav- 
ings in the cost of gas purchased from United. 


Since the Commission erred in ordering Petitioner to 
file any change in its F-1 tariff, and since the Commission 
erred in ordering Petitioner to refund more than its sav- 
ings in the cost of gas purchased from United, the Order 
brought here for review violates the rate case settlement 
agreement proposed to the Federal Power Commission 
by Petitioner and others in good faith and accepted by 
the Commission’s Order of June 3, 1953 in the matter of 
Mississippi River Fuel Corporation, FPC Docket No. 
G-2153. 
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CONCLUSION 


Since, the Order brought here for review violates the 
rate case settlement agreement proposed to the Federal 
Power Commission by Petitioner and others in good faith 
and accepted by the Commission’s Order of June 3, 1953 
in the matter of Mississippi River Fuel Corporation, FPC 
Docket No. G-2153, and 


Since, the subject matter of the Order brought here for 
review is outside the statutory jurisdiction of the Respond- 
ent Federal Power Commission, and 


Since, the Federal Power Commission Order brought © 
here for review was unlawfully issued without giving Peti- 
tioner a hearing, including due notice and the opportunity 
to present evidence and argument thereon, 


Therefore, it is respectfully submitted that the Respond- 
ent’s Order of January 23, 1959 brought here for review 
should be reversed. 


Spencer W. REEprEr, 
Attorney for Petitioner 


Of Counsel: 
Creon L. Burr 
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STATEMENT OF QUESTIONS PRESENTED. 


In the opinion of intervenors the questions are: 


1. Whether, in filing and requesting Commission approval 
of a revised tariff sheet to reflect a reduction in demand 
and commodity charges required by the Commission’s 
order putting into effect the 1953 settlement of Petitioner’s 
rates, Petitioner was entitled to condition its request for 
approval on the inclusion of a provision that such reduc- 
tion should terminate when (on April 1, 1956) a rate 
increase by Petitioner’s supplier went into effect under 
bond, although the 1953 settlement contained no such pro- 
vision; or whether, on the other hand, the Commission 
was correct in denying Petitioner’s request, so conditioned, 
and requiring Petitioner to file a revised tariff sheet with- 


out any time limitation, and to make refunds, with interest, 
to its customers accordingly. 


1A. Whether Petitioner’s request for inclusion of the 
time limitation mentioned in Question 1 was not a request 
for the exercise by the Commission of retroactive rate- 
making power which the Commission does not have. 


2 and 3. We believe that the statement of questions 2 
and 3 in Petitioner’s Brief is reasonably accurate. 
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COUNTER-STATEMENT OF THE CASE. 


The present phase of this proceeding was started—not 
by the Federal Power Commission ‘‘on its own motion’’ as 
stated on page 3 of Petitioner’s Brief—but by a written 
request, in the form of a letter with exhibits attached, ad- 
dressed by Mississippi River Fuel Corporation to the Com- 
mission (R. 242-256). This letter, dated October 28, 1958, 
concluded (R. 247): 


‘‘Your approval of the foregoing plan for refund 
to Mississippi’s utility customers for the period No- 
vember 8, 1955 through December 31, 1955 and the 
retroactive rate reduction to Mississippi’s utility cus- 
tomers for the closed-end period January 1, 1956 
through March 31, 1956, summarized on the attached 
‘Exhibit E’, is hereby requested.” 


The letter also stated (R. 246) that ‘‘A copy of proposed 
Substitute Third Revised Sheet No. 4’’ was attached as 
Exhibit A (R. 248). This letter is what Petitioner de- 
scribes in its Statement of Case by the language ‘‘in- 
formally requested Commission approval of the closed-end 
period adjustment”? (Petitioner’s Brief, p. 5). 


The intervenors herein each wrote a letter to the Com- 
mission objecting to Mississippi’s proposal. (Illinois Power 
Company, Nov. 4, 1958, R. 257-258; Laclede Gas Company, 
Nov. 5, 1958, R. 259-271; MidSouth Gas Company, Nov. 17, 
1958, R. 272-274. We refer the Court to Laclede’s letter, 
R. 259-271, for a very concise statement of the matter.) 
Laclede’s letter concluded as follows (R. 270-271): ‘‘We 
trust that the Commission will be able to bring about com- 
pliance by Mississippi with the order in question without 
the necessity of a formal hearing. As an intervenor in 
Docket No. G-2153 and as a customer of Mississippi claim- 
ing to have vested rights to the rate reduction required by 
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the order contained in Opinion No. 253, we of course re- 
serve all rights, procedural and otherwise.’’ Mississippi 
then replied by letter of December 2, 1958, which raised 
no question of procedure, and concluded as follows (R. 
279): 

«<* * * the Company hereby renews its request for 
your approval of the plan for refund to Mississippi’s 
utility customers for the period November 8, 1955, 
through December 31, 1955, and for the retroactive 
rate reduction to Mississippi’s utility customers for 
the closed-end period January 1, 1956, through March 
31, 1956, set forth in the Company’s letter to the Com- 
mission dated October 20, 1958.’’ 


After receiving these letters* the Commission issued its 
order (R. 287-293) of January 23, 1959, to which the present 
petition for review is directed. Mississippi’s petition for 
rehearing directed to this order (R. 421-427), although it 
contained a statement that ‘‘without any statutory au- 
thority and without notice or hearing, the Commission 
went on to order Mississippi to make a further and wholly 
unauthorized retroactive rate reduction’? (R. 424-425), did 
not contain an objection to the Commission’s jurisdiction. 
This petition for rehearing was granted on March 5, 1959 
(R. 429). Next the Commission issued its order of April 2, 
1959 (R. 430-435), reciting (R. 430), ‘‘“We have considered 
each of Mississippi’s contentions, set forth in its petition 
for rehearing, and have carefully re-examined all of the 
facts of record in this proceeding, and have concluded that 
our order issued January 23, 1959, herein, is without 
error.”? This order directed Mississippi ‘‘immediately to 
proceed to comply with each and all the provisions of the 
order’ issued on January 23, 1959,’? changed the time 
for compliance with that order, and terminated the stay 
which it had previously granted (R. 435). 


* Tilinois Power also wrote another letter dated January 7, 1959 (R. 284- 
286). 
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This was followed by a petition for rehearing by Mis- 
- sissippi directed to the April 2 order, which for the first 
time objected to the Commission’s jurisdiction, the objec- 
- tion being that ‘‘exclusive jurisdiction to enforce the Com- 
| mission’s order of June 3, 1953, herein, * * * is vested by 
- the Natural Gas Act in the District Courts of the United 
| States’? (R. 439). This petition for rehearing was rejected 
' on the ground that, ‘‘An application for rehearing and stay 
does not lie upon an order on rehearing and stay, nor is 
there any provision in the Commission’s Rules for such 
an application’? (R. 446). 


The present petition for review followed. 


Let us now consider the situation that existed on June 
3, 1953, at the time Opinion No. 253 was issued (R. 
210-225) in Matter of Mississippi River Fuel Corporation, 
Docket No. G-2153. 


Mississippi had filed for a rate increase which had been 
denied by the Commission in Opinion No. 234 (R. 212) 
issued August 4, 1952, in Matter of Mississippi River Fuel 
Corporation, Docket No. G-1641, 11 F. P. C. 288 (1952). 
By this opinion, the previous rates of $1.12 demand charge 
and 13¢ commodity charge for firm gas had been ‘‘rein- 
stated as reasonable’? (R. 212). In June, 1953, that matter 
was pending on Mississippi’s petition for review to this 
Court (R. 215). Mississippi River Fuel Corporation v. 
Federal Power Commission, No. 11,630. 


Mississippi also on April 30, 1952, sought to increase 
its rates still higher than those sought in Docket No. 
G-1641 (see R. 212 for the precise amounts). This rate 
increase case was Docket No. G-2153. The Commission 
had summarily rejected this filing because Mississippi 
had included costs of purchased gas from its supplier, 
United Gas Pipe Line Company, that had not become 
effective. On review, the Court of Appeals for the Third 
Cirenit reversed (R. 211). Mississippi River Fuel Cor- 
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poration v. Federal Power Commission, No. 10,868, 202 
F. 2d 899 (3rd Cir., 1953) (R. 430). Accordingly, on April 
10, 1953, Mississippi resubmitted these rates to the Com- 
mission, and on Mississippi’s motion they were put into 
immediate effect under bond, pursuant to the mandate of 
the Third Circuit (R. 211, 430). These rates called for 
$2.00 demand charge and 18¢ commodity charge for firm 
service and 18¢ per Mef for interruptible service (R. 212, 
R. 158-161). 


There was also pending in June, 1953, a certiorari pro- 
ceeding brought by Mississippi in the Supreme Court to 
review the case which had been decided by the Third 
Cireuit (No. 10,868) (R. 215). 


All of these matters were settled by the Commission’s 
Opinion No. 253 (Docket No. G-2153) and accompanying 
order of June 3, 1953 (R. 211-225). The settlement pro- 
posal put into effect by that order (referred to in Peti- 
tioner’s Brief, pages 6 and 9, as ‘‘Mississippi’s ‘Proposed 
Settlement’ ’’) was a formal written proposal arrived at 
after a series of conferences held on May 14, 15 and 18, 
1953 (R. 51) and placed in the record on Friday, May 22, 
1953 (R. 38-59). The Proposed Settlement was signed 
(R. 59) by counsel for Mississippi and the Commission 
Staff and by counsel for Laclede and MidSouth, who were 
intervenors in Docket No. G-2153. It is set out at_length 
on pages 49-59 of the Record, and ‘‘in pertinent eae 
in Opinion No. 253 itself (R. 214-217). In addition to 
being signed by the parties above mentioned, the follow- 
ing indicated their agreement to it by communications 
read into the record: The City of St. Louis (R. 42-43); 
Fort Smith Gas Corporation (R. 43-44); Missouri Natural 
Gas Company (R. 4446); the Missouri Public Service 
Commission (R. 46-48). 


* The asterisks which appear in paragraph VI of the “Proposed Settle- 
ment” (R. 216 and Petitioner’s Brief p. 6) indicate (R. 56) nothing more 
than the omission of the words “by Mississippi” which had been un- 
necessarily repeated. 
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By its June 3, 1953, order (Opinion No. 253) the Com- 
mission ordered that the proposed settlement ‘‘be and 
the same is hereby accepted, and the said revised tariff 
sheets, be and the same are hereby allowed to take effect 
as of the date of the issuance of this order, subject to the 
terms and conditions of this order’? [R. 224, ordering 
paragraph (B)]. 


The ‘‘terms and conditions of this order’’ of course 
included paragraph (F) (R. 225, quoted in Petitioner’s 
Brief, p. 9), requiring Mississippi to comply with Para- 
graphs VI and VII of the proposed settlement. The terms 
and conditions of the order also required [ordering para- 
graph (G), R. 225] Mississippi to dismiss its petition for 
certiorari in the Third Circuit case (No. 10,868) and to 
dismiss its petition for review in this Court by which it 
was seeking review of the denial on August 4, 1952, of 
any rate increase to it in Docket No. G-1641. 


The principal changes in the rates arrived at in the 
settlement agreement were the elimination (R. 74) of the 
interruptible rate (R. 212), and the fixing of a demand 
charge of $1.80 per Mef of Billing Demand and a com- 
modity charge of 17¢ per Mcf (R. 72), as compared with 
$2.00 demand charge and 18¢ commodity charge proposed 
in Docket No. G-2153 and $1.12 demand charge and 13¢ 
commodity charge in effect just before the G-2153 rates 
were put into effect under bond on April 10, 1953 (R. 212). 


These then were the proceedings involving Mississippi’s 
rates that were pending at the time of the June 3, 1953, 
settlement. But these were not the only rate proceedings 
that had to be considered. There were also two current 
rate cases involving the rates charged by United Gas 
Pipe Line Company, Mississippi’s principal supplier. In 
one of them, Docket No. G-2019, a Section 4(e) proceed- 
ing, United had sought to increase its rate to Mississippi 
under a certain contract by filing a rate schedule known 
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as PL-3, the change being from 45¢ per Mef demand and 
644¢ per Mcf commodity charges to 65¢ demand and 9¢ 
commodity charges. This rate had gone into effect sub- 
ject to refund on January 3, 1953 (R. 300, 288), and was 
consequently ‘‘now being collected under bond’’, on June 
3, 1953, as recited in Paragraph VI of the ‘‘Proposed 
Settlement’? (R. 216, 56). 


There was also pending against United a rate investiga- 
tion proceeding, Docket No. G-1142 (R. 299, 288), which 
had been instituted by the Commission in 1948 under 
Section 5(a) of the Natural Gas Act. One of the rates 
under investigation in that proceeding was United’s rate 
schedule PL-2, which called for a demand charge of $1.30 
per Mef and a commodity charge of 12%4¢ per Mef (RB. 
289). 


Accordingly, the 1953 settlement included in paragraph 
VI (R. 56, 216; Petitioner’s Brief, pp. 6-7) an obligation 
on Mississippi’s part to the effeet that, if United should 
be required in Docket No. G-2019 to make a refund to 
Mississippi, ‘‘such portion, if any, of such refund attribu- 
table to natural gas purchased from United by Mississippi 
after 7 a. m. on April 10, 1953, and, resold to the utility 
customers of Mississippi, unless otherwise ordered by the 
Commission, shall be refunded to such utility customers.’”* 


The settlement also included paragraph VII (R. 57-59, 
216; Petitioner’s Brief, pp. 7-8) which referred to both of 
the pending United rate cases, Docket Nos. G-1142 and 
G-2019, and provided that if United should be required 
‘by any final order or orders of the Commission, which 
are accepted by United or become final in any court review 
or otherwise’’ in these two proceedings or either of them 
‘to make any: reduction in the rates to be charged * * * 
to Mississippi, then Mississippi, unless otherwise ordered 


* For reasons set forth in the footnote on p. 10 below, paragraph 
VI has no pertinence to the issues involved in the case at bar. 
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| by the Commission, shall file with the Commission changes 
| in its Rate Schedule F-1 to reduce the rates therein pro- 
_ vided so as to pass on to its utility customers the proper 
- amount * * * of any such rate reduction ordered and made 
effective.’? This change was ‘‘to be filed within 60 days 
after the date on which the order reducing United’s rates 
| becomes final’’, and was ‘‘to be effective as of the date as 
_ of which the reduction in United’s rates is made effective.’’ 
_ A formula was then set out specifying ‘‘the manner of 
determining the amount of such rate reduction to be made 
by Mississippi.’’ 


The formula provides (1) how to compute the ‘‘reduction 
in the monthly demand charge’’ in Mississippi’s Rate 
Schedule F-1, and (2) how to compute the ‘‘reduction in 
the commodity rate.’? In the last sentence of paragraph 
VII (which is greatly relied on by Mississippi) provision 
is made for variation where either the demand charge or 
the commodity charge by United to Mississippi is in- 


creased but nonetheless there is a rate reduction ordered 
(which would have to be by decreasing the other com- 
ponent of the rate). In this event the reduction to be 
made by Mississippi ‘‘shall be varied to the extent neces- 
sary to carry out the purpose of having Mississippi pass on 
to its utility customers only the proper proportion of any 
such over-all reduction in United’s rates.’’ 


So much for the situation as it existed on June 3, 1953, 
and for the settlement ordered to be effective on that date. 
Mississippi sought no further change in its own rates until 
May 1, 1958 (R. 432). As the Commission said in the 
order under review (R. 289), ‘‘By the settlement agree- 
ment Mississippi and its interstate wholesale customers 
agreed to a Rate Schedule F-1 rate of $1.80 demand charge 
and 17 cents commodity charge, subject to contingent re- 
fund and/or reduction as a result of the final disposition 
of the proceedings in Docket Nos. G-1142 and G-2019. 
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Mississippi has charged and its interstate wholesale cus- 
tomers have paid the above Rate Schedule F-1 rate from 
and after the date of the issuance of the order accompany- 
ing Opinion No. 253 until November 1, 1958. On that date 
a proposed Rate Schedule F-1 rate of $2.00 demand charge 
and 20 cents commodity charge became effective, upon the 
filing of a proper motion by Mississippi, in Mississippi 
River Fuel Corporation, Docket No. G-15174. The increased 
rates and charges sought by Mississippi in Docket No. 
G-15174 constitute the first increase in Mississippi’s general 
service rate since the proceeding in Docket No. G-2153.”’ 


We shall now refer to what happened after June 3, 1953. 


It appears from the order of September 11, 1958 finally 
terminating Docket Nos. G-1142 and G-2019, that Missis- 
sippi declined to settle those cases in 1954 by accepting 
a “rolled-in’’? rate of 75¢ demand charge and 10¢ com- 
modity charge (called the PL-C rate), although that rate 


in fact involved a rate reduction to Mississippi and was 
accepted by all the other customers to whom it was to be 
applied under the United settlement (R. 582-583). Instead 
Mississippi sought to continue separate rates (1. e., the 
PL-2 and PL-3 rates) under its two contracts with United 
(R. 583). 


A hearing was therefore held which resulted in the Ex- 
aminer’s decision issued July 21, 1955 (R. 296-415). This 
decision contained, among others, the following findings 
(R. 414): 

‘¢(17) Just and reasonable rates and charges to 
Mississippi are a demand charge of 75¢ per Mcf per 
month and a commodity charge of 10¢ per Mcf in a 
single rate schedule for all natural gas supplied by 
United to Mississippi. Such rates and charges are the 
same as made to all other pipe-line customers served 
from United’s transmission system in the Central Rate 
Zone. 
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**(18) The total amount for service by United to 
Mississippi under such single rate if made applicable 
to Mississippi will be $948,410 less per year than the 
rates and charges being made under Rate Schedules 
PL-2 and PL-3 based on the test year. 


**(21) Rate Schedule PL-2 contained in Original 
Volume No. 1 is an effective rate schedule without 
bond or undertaking applicable thereto. 


‘*(22) The ‘rolled-in rate’ which should be made 
applicable to Mississippi will reduce the amount billed 
to Mississippi under Rate Schedule PL-2. Since no 
bond or undertaking was applicable to Rate Schedule 
PL-2, no refund is payable in connection with the pay- 
ments made to United under such rate schedule. 


(23) Rate Schedule PL-3, contained in Original 
Volume No. 1, is an increased rate still effective under 
bond as to Mississippi in Docket No. G-2019. 


‘‘(24) A just and reasonable rate for United’s gas 
service to Mississippi is not less than the currently 
effective rate under bond in Docket No. G-2019, and, 
therefore, no refund is payable under said bond to 
Mississippi.’ 


The Examiner’s order was that (R. 415): 


‘‘United shall, within twenty (20) days of the is- 
suance of this order, make an appropriate filing which 
will eliminate the two-rate schedules now applicable 
to Mississippi and which will apply to such com- 
pany a single rate schedule which will be just, reason- 
able, and not unduly discriminatory or preferential.’’ 


This order was affirmed (with modifications not here 
material) by order of the Commission issued November 
8, 1955, 14 F. P. C. 406 (BR. 416-418), pursuant to which the 
Commission gave United 20 days from the date of its order 
to file the new rate (R. 417). 
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United, however, in connection with a filing it had made 
on September 30, 1955, had already made provision by 
which the rate schedule in question—i. e., PL-C—would 
become applicable to Mississippi and the old PL-2 and 
PL-3 schedules be eliminated ‘‘effective November 1, 1955 
or such other date as may be prescribed by the Commis- 
sion’? (R. 419). Accordingly the Commission by its order 
issued! January 6, 1956 (R. 419-420) allowed the tariff 
sheets which accomplished this ‘‘to take effect as of No- 
vember 8, 1955’? (R. 420). (Reference to this January 6, 
1956, order is omitted in Mississippi’s chronology on p. 10 
of its brief.) 


Since Mississippi had been paying United at the old rates 
(PL-2 and PL-3) from November 8, 1955, to the end of 
the year, and these rates together were higher than the 
PL-C rate, United had to make and did make an adjust- 
ment as a result of which Mississippi received from United 
$161,137.71 (R. 243, 587) for this period. This is the ‘‘re- 
fund’’ ‘which Mississippi proposed to treat as if it were (as 
it was concededly not) a ‘‘refund’’ of ‘‘any part of the 
charges now being collected under bond’’ in Docket No. 
G-2019, so as to make applicable paragraph VI of the settle- 
ment of June 3, 1953 (R. 56-57, 216-217).* 


By letter dated March 23, 1956 (R. 447), the Commission, 
over the signature of its Secretary, wrote Mississippi as 
follows: 

“‘United Gas Pipe Line Company has advised the 
Commission that it has complied, effective November 
8, 1955, with the Commission’s orders issued Novem- 
ber 8, 1955, and January 6, 1956, in Dockets Nos. 
G-1142 et al. As the result of the retroactive applica- 


* Paragraph VI of the June 3, 1953, settlement dealt only with Docket 
No. G-2019, which involved only the PL-3 rate. The PLC rate, placed 
into effect by the November 8, 1955, order was higher than the PL-3 rate 
(75¢ demand and 10¢ commodity, as compared with 65¢ demand and 9¢ 
commodity). There is accordingly no possibility of a refund (and inter- 
venors claim none) from proceedngs in Docket No. G-2019 and Paragraph 
VI therefore has no applicability to the issues in the case at bar. 
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tion of the rates ordered by the Commission, United 
has refunded $161,138 to your company, and has re- 
duced its rates for sales to your company. 

‘In this connection your attention is directed to the 
terms of the settlement of, and the Commission’s order 
in, the proceedings in Docket No. G-2153. Ordering 
Clause (F) of such order requires that your company 
make refunds and file rate changes if United Gas 
Pipe Line Company is required to make refunds or 
rate reductions to your company as the result of the 
proceedings in Dockets Nos. G-1142 and G-2019. 

‘In view of the above refund and reduced rates now 
being charged to your company as the result of the 
proceedings in the above dockets, it appears your com- 
pany should file reduced rates with this Commission, 
effective November 8, 1955, and make appropriate re- 
funds to your wholesale customers. 

‘‘Please advise the Commission promptly of your 
intentions in this matter.”’ 


Mississippi replied to this by letter (R. 448), dated April 
12, 1956, as follows: 


‘‘We acknowledge your letter of March 23, 1956, 
referring to the portion of the Commission’s order in 
Docket No. G-2153 dealing with refunds and rate re- 
ductions of United Gas Pipe Line Company in Docket 
Nos. G-1142 and G-2019. 

‘On March 1, 1956, we filed with the Court of Ap- 
peals of the District of Columbia a petition to review 
the Order of the Commission in Docket Nos. G-1142 
and G-2019. 

‘<The order of the Commission in Docket No. G-2153 
refers to ‘Orders of the Commission which are ac- 
cepted by United or become final in any Court review 
or otherwise.’ 

‘“<Since the Commission’s Order in Dockets Nos. 
G-1142 and G-2019 has not become final, the provisions 
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referred to in your letter do not require any action at 
this date.’’ 


It was between the dates of these two letters that a new 
rate increase by United (Docket No. G-9547) went into 
effect, subject to refund. The PL-C 75¢ demand 10¢ com- 
modity rate which had been put into effect as of November 
8, 1955, was still in effect on March 23, 1956, when the 
Commission wrote to Mississippi. But United had also in- 
cluded in its September 30, 1955, filing (Docket No. G-9547, 
R. 419), rates which would become effective, subject to re- 
fund, on April 1, 1956 (R. 291). In addition, as the Com- 
mission said in the order here under review (R. 291): ‘‘It 
may be noted that subsequent increased rates of United 
have been made effective, subject to refund, on November 
16, 1956 (Docket No. G-10592), on December 1, 1957 
(Docket No. G-12801), and on December 1, 1958 (Docket 
No. G-15360).”’ 


The Commission continued (R. 291): 


‘‘None of these proceedings has been decided, al- 
though hearings have been concluded in Docket Nos. 
G-9547 and G-10592, and those matters will soon be 
ripe for decision by the presiding examiner. Despite 
the fact that United has filed four rate increases since 
Docket No. G-2019, applicable in part to Mississippi, 
the latter made no effort to increase the Docket No. 
G-2153 settlement rate until shortly before United filed 
its fourth rate increase (Docket No. G-15360). Missis- 
sippi’s first rate increase since the settlement rates 
in the instant proceeding became effective November 
1, 1958, subject to refund, in Docket No. G-15174.’’ 


As stated above in the letter written April 12, 1956, Mis- 
sissippi, instead of filing reduced rates effective November 
8, 1955, filed on March 1, 1956, a petition for review in this 
Court of the November 8 order. Its ‘‘principal’’ purpose 
may not have been, as stated by the Commission in its 
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April 2, 1959, order (R. 434), ‘‘to obtain rates from United 
lower than those made effective by United as of the date 
of that order’’. It may be that to keep two rates instead 
of one was its principal purpose. But certainly one of its 
purposes was to obtain rates lower still than the 75¢ de- 
mand 10¢ commodity rate [which it could have had, by 
agreeing to the United settlement, as early as 1954 (R. 
582-583) ]. 


This Court reversed the Commission’s November 8, 1955, 
order on one point only. Mississippi River Fuel Corpora- 
tion v. Federal Power Commission, 252 F. 2d 619 (D. C. Cir., 
1957), cert. den. 355 U. S. 904, 2 L. Ed. 2d 260. In accord- 
ance with this Court’s mandate the Commission 
had a further hearing in Dockets Nos. G-1142 and 
G-2019, on July 14, 1958. The Presiding Examiner read 
into the record the limited purpose of the hearing as set 
forth in the Commission’s order reopening the proceedings 
(R. 455): 


‘¢. . . for the specific and limited purpose of pro- 
viding United an opportunity to introduce evidence as 
to the factual economic justification, if any there be, 
for the test period 1952 as adjusted for the inclusion 
in its cost of service, to be used for the purpose of 
pricing its sales to Mississippi River Fuel Corporation, 
of payments to Union in excess of the initial contract 
prices.”’ 


As contrasted with the elaborate, negotiated, written 
settlement involved in Docket No. G-2153, the ‘‘settlement”’ 
approved by the Commission in its order (R. 582-589) of 
September 11, 1958 (terminating Dockets Nos. G-1142 and 
G-2019) seems to have consisted entirely of colloquy be- 
tween counsel and the Examiner at the hearing held on 
July 14, 1958.* See pages 459 to 474 of the record. We 


* The statement in Petitioner’s Brief (pp. 4, 11) that there were hear- 
ings on this matter in August, 1958, seems to be an inadvertent error. 
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submit that what Petitioner says in its Statement of Case 
(Petitioner’s Brief pp. 13-14) concerning this ‘‘settlement’”’ 
and the Commission’s order of September 11, 1958, is more 
in the nature of argument about legal effect than a state- 
ment of what happened. 


To summarize what did happen as briefly as possible: 
The Commission found the 75¢ demand 10¢ commodity 
rate reasonable in its order of November 8, 1955 (R. 416- 
418; 414) and ordered United to put into effect a single 
rate schedule which would be reasonable (R. 417; 415). 
But the 75¢ demand 10¢ commodity PL-C rate had already 
been filed by United; and accordingly, it was put into effect 
as of November 8, 1955 by the Commission’s order of 
January 6, 1956 (R. 419-420). 


The November 8, 1955, order was the one which was re- 
viewed by this Court (252 Fed. 2d, 1. c. 621), with the re- 
sult that the hearing was reopened for the limited purpose 
of allowing United to supply certain evidence, if it could 
(R. 455). At the reopened hearing, after Mr. Fletcher, 
counsel for United, had made a statement of what United’s 
evidence would be (R. 459-464), Mr. Reeder, representing 
Mississippi, said (R. 464) that United had served it with 
copies of its prepared testimony and that Mississippi “has 
concluded” that the cost of gas purchased by United from 
its affiliate “could be justified on the basis of the test year 
for the closed end period covered by Dockets G-1142 and 
G-2019” (R. 464). The test year was 1952 (R. 455). 
“Without prejudice, therefore,” Mr. Reeder continued, 
“Mississippi accepts the PL-C rate of 75 cents demand and 
10 cents commodity for the period up to but not includ- 
ing the effective date of the rates filed in Docket G-9547” 
(R. 464). Mr. DaPra, Staff Counsel, made a statement (R. 
466-467), concluding with the remark that he “would not 
interpose an objection to a settlement of this matter with 
the acceptance of the 75 cents and 10 cent rate, * * °” (R. 
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467). Accordingly, the Examiner said he proposed to re- 
fer the matter to the Commission (R. 468). 


The Commission in its September 11, 1958, order bal- 
anced the possibility that further proceedings might re- 
sult in an even lower rate against the immediate benefits 
of the settlement. It said (R. 588): 


“If the settlement is approved, Mississippi custom- 
ers and those served thereby stand to receive an 
immediate benefit. If the settlement is not approved 
those customers and the public stand a contingent 
chance of getting more of a benefit sometime in the 
distant future or perhaps just as much then as now. 
On the balance, all things considered, it is meet that 
we approve the settlement now and to insure that the 
benefits of lower rates immediately flow to Missis- 
sippi’s customers and those served thereby.” 


In this September 11, 1958, order the Commission had 
no occasion to order the 75¢ demand 10¢ commodity rate 
to be filed or put into effect, for it had already been filed 
and put into effect as of November 8, 1955. (Order, Jan- 
uary 6, 1956; R. 419-420.) The ordering part of the Sep- 
tember 11, 1958, order (R. 588-589) therefore merely (A) 
approved the settlement, (B) approved the refund made 
by United for the period November 8 to December 31, 
1955, (C) terminated the proceedings, and (D) provided 
that it was “without prejudice”—thus leaving Mississippi 
free to make any contention that it might see fit in 
United’s next rate case or any other. 


After this order of September 11, 1958, Mississippi wrote 
its letter of October 20, 1958 (R. 242-255) which started 
the present phase of the proceedings. On November 1, 
1958, the increased rates which Mississippi had filed on 
May 1, 1958 (R. 482) went into effect, subject to refund, 
in Docket No. G-15174 (R. 289). 
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STATUTES INVOLVED. — 


The relevant parts of statutes involved, not included in 
the Petitioner’s Brief, are: 


Natural Gas Act, § 4 (d) and (e), Act of June 21, 1938, c. 
556, §4(d) and (e), 52 Stat. 822, 15 U. S. C., §717e 
(d) and (e): 

‘““(d) Unless the Commission otherwise orders, no 
change shall be made by any natural-gas company in 
any such rate, charge, classification, or service, or in 
any rule, regulations, or contract relating thereto, ex- 
cept after thirty days’ notice to the Commission and 
to 'the public. Such notice shall be given by filing 
with the Commission and keeping open for public in- 
spection new schedules stating plainly the change or 
changes to be made in the schedule or schedules then 
in force and the time when the change or changes will 
go into effect. The Commission, for good cause shown, 
may allow changes to take effect without requiring 
the thirty days’ notice herein provided for by an order 
specifying the changes so to be made and the time 
when they shall take effect and the manner in which 
they shall be filed and published. 


<<(e) Whenever any such new schedule is filed the 
Commission shall have authority, either upon com- 
plaint of any State, municipality, or State commission, 
or upon its own initiative without complaint, at once, 
and if it so orders, without answer or formal pleading 
by the natural-gas company, but upon reasonable no- 
tice, to enter upon a hearing concerning the lawfulness 
of such rate, charge, classification, or service; and, 
pending such hearing and the decision thereon, the 
Commission, upon filing with such schedules and deliv- 
ering to the natural-gas company affected thereby a 
statement in writing of its reasons for such suspension, 
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may suspend the operation of such schedule and defer 
the use of such rate, charge, classification, or service, 
but not for a longer period than five months beyond the 
time when it would otherwise go into effect: Provided, 
That the Commission shall not have authority to sus- 
pend the rate, charge, classification, or service for the 
sale of natural gas for resale for industrial use only; 
and after full hearings, either completed before or after 
the rate, charge, classification, or service goes into 
effect, the Commission may make such orders with 
reference thereto as would be proper in a proceeding 
initiated after it had become effective. If the pro- 
ceeding has not been concluded and an order made 
at the expiration of the suspension period, on motion 
of the natural-gas company making the filing, the pro- 
posed change of rate, charge, classification, or service 
shall go into effect. Where increased rates or charges 
are thus made effective, the Commission may, by order, 
require the natural-gas company to furnish a bond, 
to be approved by the Commission, to refund any 
amounts ordered by the Commission, to keep accurate 
accounts in detail of all amounts received by reason 
of such increase, specifying by whom and in whose 
behalf such amounts were paid, and, upon completion 
of the hearing and decision, to order such natural-gas 
company to refund, with interest, the portion of such 
inereased rates or charges by its decision found not 
. justified. At any hearing involving a rate or charge 
sought to be increased, the burden of proof to show 
that the increased rate or charge is just and reasonable 
shall be upon the natural-gas company, and the Com- 
mission shall give to the hearing and decision of such 
questions preference over other questions pending be- 
fore it and decide the same as speedily as possible.”’ 


Natural Gas Act, §5 (a), Act of June 21, 1938, c. 556, 
§ 5 (a), 52 Stat. 823, 15 U.S. C., ¢ 717d (a): 
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‘‘(a) Whenever the Commission, after a hearing had 
upon its own motion or upon complaint of any State, 
municipality, State commission, or gas distributing 
company, shall find that any rate, charge, or classifica- 
tion demanded, observed, charged, or collected by any 
natural-gas company in connection with any transpor- 
tation or sale of natural gas, subject to the jurisdic- 
tion of the Commission, or that any rule, regulation, 
practice, or contract affecting such rate, charge, or 
classification is unjust, unreasonable, unduly dis- 
criminatory, or preferential, the Commission shall de- 
termine the just and reasonable rate, charge, classifica- 
tion, rule, regulation, practice, or contract to be there- 
after observed and in force, and shall fix the same by 
order: Provided, however, That the Commission shall 
have no power to order any increase in any rate con- 
tained in the currently effective schedule of such 
natural gas company on file with the Commission, un- 
less such increase is in accordance with a new schedule 
filed by such natural gas company; but the Commis- 
sion may order a decrease where existing rates are un- 
just, unduly discriminatory, preferential, otherwise 
unlawful, or are not the lowest reasonable rates.’’ 


Natural Gas Act, § 16, Act of June 21, 1938, c. 830, § 16, 
52 Stat. 830, 15 U. S. C., § 7170: 


‘‘The Commission shall have power to perform any 
and all acts, and to prescribe, issue, make, amend, and 
rescind such orders, rules, and regulations as it may 
find necessary or appropriate to carry out the provi- 
sions of this act. * * °”’ 
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SUMMARY OF ARGUMENT. 


The Commission by its June 3, 1953, order, ordered that 
the proposed settlement of Mississippi’s rate matters be 
accepted and that Mississippi’s revised tariff sheets be put 
into effect, subject to the terms and conditions of that order. 


Among the terms and conditions was a requirement set 
out in Paragraph VII of the settlement agreement, that the 
demand charge and the commodity rate in Mississippi’s 
rate schedule F-1 be reduced in accordance with a stated 
formula, if United should be required by order of the Com- 
mission in Dockets Nos. G-1142 and G-2019 or either of 
them, to make any reduction in its rates to Mississippi. 
The reduction in Mississippi’s rates was to be ‘‘effective 
as of the date as of which the reduction in United’s rates 
is made effective’? (R. 216). This date was November 8, 
1955, the day as of which United’s PL-C 75¢ demand 10¢ 


commodity rate went into effect as to Mississippi (R. 419- 
420). 


No provision was made in the June, 1953, settlement with 
respect to the duration of the required adjustment or the 
duration of any other aspect of Mississippi’s rates then 
put into effect. 


The downward adjustment of the demand and commodity 
charges in Mississippi’s Rate Schedule F-1 was, therefore, 
to be effective as of November 8, 1955, and to continue in 
effect until changed as provided in the Natural Gas Act. 
It therefore did not terminate, as contended by Petitioner, 
when United’s increased rates in Docket No. G-9547 went 
into effect, subject to refund, on April 1, 1956. Mississippi 
chose not to file for increased rates until May 1, 1958, when 
it filed rates which went into effect, subject to refund, on 
November 1, 1958 in Docket No. G-15174. 
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Moreover, the Commission has no power to terminate the 
required rate reduction as of April 1, 1956, because to do 
so would involve the exercise of retroactive rate-making 
power which the Commission does not have. Mississippi’s 
suggestion (Petitioner’s Brief pp. 24; 31) that as and when 
the Commission decides United’s pending rate increase 
cases it can order retroactive adjustments of Mississippi’s 
rates to the extent warranted, would require a retroactive 
determination of what rates would have been reasonable 
for Mississippi in the past, and would therefore be beyond 
the power of the Commission. 


When the Commission made its order of November 8, 
1955, Mississippi knew the amount of the reduction that 
United’ was required to make and therefore knew how 
much its own rates would be reduced. United had accepted 
the reduced rate and it was put into effect. But Mississippi 
brought a petition for review to this Court seeking even 
lower rates than had been ordered by the November 8, 1955 


order. Of course there was no stay. This Court vacated 
the Commission’s order only because of the lack of sup- 
port for the costs of gas purchased by United from its 
affiliate. 


The controversy over whether United’s rates should have 
been even lower than the PL-C 75¢ demand 10¢ commodity 
rate put into effect as of November 8, 1955, was ended by 
the termination of Dockets Nos. G-1142 and G-2019 by the 
Commission’s order of September 11, 1958, which supplied 
what this Court had found lacking and left that rate un- 
changed. That order did not purport to, and could not, 
terminate or affect Mississippi’s still unperformed obliga- 
tion to reduce the demand and commodity charges in its 
Rate Schedule F-1. 


The order under review is clearly within the Commis- 
sion’s jurisdiction. 
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As to Petitioner’s contention that it was denied a hear- 
ing: First, there was no occasion for the introduction of 
any evidence by Petitioner since the question could clearly 
be determined from the record now before this Court. 
Second, Petitioner was permitted to make its contentions 
to the Commission which considered all of them twice, in 
two very carefully considered opinions. Third, Petitioner 
itself invited, by its request for Commission action con- 
tained in its letter of October 20, 1958, the very kind of 
procedure that was had. The intervenors are not complain- 
ing, and the Petitioner is in no position to complain. 
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ARGUMENT. 


I. By the Settlement Agreement and the Commission’s 
order of June 3, 1953, putting it into effect, the 
monthly demand charge in Mississippi’s Rate Schedule 
F-1 and the commodity rate therein were required to 
be reduced effective as of the date as of which the 
reduction in United’s rates was made effective, i e., 
November 8, 1955. 


There can be no question about the foregoing proposi- 
tion. Paragraph VII of the settlement agreement (R. 57-59, 
217; Petitioner’s Brief, pp. 7-8) explicitly states, ‘‘The said 
change in Mississippi’s Rate Schedule F-1 is to be filed 
within 60 days after the date on which the order reducing 
United’s rates becomes final, to be effective as of the date 
as of which the reduction in United’s rates is made effec- 
tive.’? Subparagraph (1) in paragraph VII sets out the 
formula by which ‘‘The reduction in the monthly demand 
charge in Rate Schedule F-1 shall be determined’’ and sub- 
paragraph (2) sets out the formula by which ‘‘The reduc- 
tion in the commodity rate in Mississippi’s Rate Schedule 
F-1 shall be determined.’’ The only qualification on this 
is in the last sentence of paragraph VII which covers the 
situation which might arise if in ordering ‘‘such rate re- 
duction in United’s rates’’ the demand charge were in- 
creased while the commodity charge was decreased, or vice 
versa. In this event ‘‘the reduction to be made by Missis- 
sippi in the demand charge and commodity charge in Rate 
Schedule F-1’’ is to be varied to the extent necessary to 
carry out the purpose of having Mississippi pass on only 
the proper proportion ‘‘of any such over-all reduction of 
United’s rates.”’ 


In short, effective as of the date as of which the reduc- 
tion in United’s rates is made effective, the demand and 
commodity charges in this particular rate schedule of Mis- 
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Sissippi’s were to be reduced. And the crucial date, the 
date as of which the reduction in United’s rates was made 
effective, is November 8, 1955 (Order of Jan. 6, 1956; R. 
419-420). There is no provision in the settlement agree- 
ment or the order of June 3, 1953, putting it into effect 
(Opinion No. 253, R. 210-225), that the rate reduction re- 
quired shall continue for, or only for, any definite or lim- 
ited period of time. Therefore the reduced demand and 
commodity charges of Mississippi must continue from and 
after the time as of which they were made effective, until 
changed in accordance with the Natural Gas Act. 


We submit that the foregoing is just about all there is 
to this case. The Commission decided in accordance with 
the foregoing and could not have decided otherwise. 


In its Statement of the Case Mississippi says (Petition- 
er’s Brief, p. 5), that the ‘‘heart of this 1953 Settlement 
Agreement * * * is that Mississippi agreed to pass on 
* * * whatever reductions it might receive by the final 
Order of the Commission in its costs of gas purchased 
from the corporation from which Mississippi buys most 
of its gas supply in a case then pending involving the sup- 
plier’s rates.’ Mississippi thus talks about reductions in 
costs, rather than reduction in rates. But it is perfectly 
clear that what was contemplated in the 1953 settlement 
was a reduction in the demand and commodity charges of 
a specific rate schedule of Mississippi’s, which rate sched- 
ule containing such reduced charges would continue in 
effect until changed in accordance with the Natural Gas 
Act; it did not contemplate that Mississippi would ‘‘pass 
on’’ reductions in ‘‘costs’’. In fact in the one instance 
where the word ‘‘costs’’ is used in either paragraph VI 
or paragraph VII it is used in a sentence that tells how 
the amount of the ‘‘rate reduction to be made by Mis- 
sissippi is to be determined’’—the very sentence which 
goes on to set out the formulas for determining the reduc- 
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tion in the demand charge and commodity rate in Missis- 
sippi’s' Rate Schedule F-1. This sentence is (R. 217; 58): 
‘The manner of determining the amount of such rate re- 
duction to be made by Mississippi attributable to reduced 
costs of gas purchased by Mississippi from United and to 
be applicable to sales for resale by Mississippi to its utility 
customers, is as follows:’’ 


What was required by the June 3, 1953, rate settlement 
and order, was a downward adjustment in the demand and 
commodity rates set out in Mississippi’s Rate Schedule 
F-1—not simply a refund of gas costs saved over a period 
that otherwise would have been paid to United. That 
the dollar amount of the demand and commodity charges 
should be made to depend on future events, and subject 
to adjustment is nothing unusual (and indeed in the cir- 
cumstances existing on June 3, 1953, was necessary). There 
are a number of cases that have reached the courts which 
involve adjustments depending on future events. In one of 
the most recent, Kerr-McGee Oil Industries, Inc. v. Federal 
Power Commission, 260 F. 2d 602 (10th Cir., 1958), Kerr- 
McGee’s rates to Phillips (which sold to El Paso Natural) 
were subject to increase upon the increase of E] Paso’s 
rates allowed by the Federal Power Commission, and the 
Court, reversing the Commission, held that this provision 
had to be given effect as of an earlier date. Another case 
involves Mississippi itself; in United Gas Pipe Line Com- 
pany v. Federal Power Commission, 220 F. 2d 706 (5th 
Cir., 1955), cert. den. 250 U. S. 844, 100 L. Ed. 752, the 
rate schedules on file required United to give Mississippi 
an adjustment on March Ist of each year dependent on 
the quantity ‘‘of surplus gas United had purchased from 
the Carthage field.”’ The Court affirmed the Commission’s 
order requiring United to pay Mississippi $2,836,293.43 
‘‘found to be due under rates filed with the Commission 
by United.’? One of the objections that was overruled 
was that the Commission was engaged in retroactive rate 
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making. See also Phillips Petroleum Company v. Federal 
Power Commission, 258 F. 2d 906 (10th Cir., 1958). 


Mississippi’s rate schedule F-1 put into effect on June 
| 3, 1953, in substance and by virtue of the conditions sub- 
_ ject to which the order of that date put it into effect, and 
by the agreement of the parties, was a ‘‘formula rate’’, 
with respect to which it might be said, as J udge Phillips 
~ gaid in the case last cited (258 F. 2d, 1. ¢. 918), (except 
| that the adjustment there was upward and the adjustment 
here is downward): 


‘While to give effect to the provisions of Para- 
graph 15(d) required the ascertainment of facts and 
the application of the formula to such facts, such facts 
were readily ascertainable and the obligation of the 
buyer to pay and the right of the seller to receive 
such increased price was definitely fixed by the con- 
tract. That being the rate fixed by the contract, it 
could not be changed other than by an order of the 
Commission after it had found the contract rate to be 
unlawful in a proceeding under § 5(a) of the Natural 
Gas Act, or by a proceeding commenced by Phillips 
for a change in rates, under § 4(d).”’ 


The fact that the decreased demand and commodity 
charges were to be embodied in ‘“‘changes in its Rate 
Schedule F-1’ which Mississippi was required to ‘‘file with 
the Commission” (paragraph VIL, first sentence; R. 57, 217) 
instead of being merely left to operation of the formula, of 
course makes no difference, just as it made no difference 
in Michigan Consolidated Gas Company Vv. Panhandle 
Eastern Pipe Line Company, 226 F. 2d 60, 1. ¢. 66-67 (6th 
Cir., 1955), cert. den. 350 U. S. 987, 100 L. Ed. 853, that 
the Commission had ordered Panhandle to frame new rates 
instead of directly establishing them. 
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II. The Federal Power Commission has no power to termi- 
nate or modify as of April 1, 1956, the required reduc- 
tion in the demand and commodity charges in Missis- 
sippi’s Rate Schedule F-1. 


It would be very strange if in 1958 or 1959 the Com- 
mission could have entered an order that would have 
effectively terminated Mississippi’s required rate reduc- 
tion as of the long past date of April 1, 1956, the date 
when increased rates filed by United went into effect 
subject to refund. For if Mississippi had filed its reduced 
rates following the January 6, 1956, order (R. 419-420) 
putting United’s PL-C rate into effect as of November 8, 
1955, not even Mississippi would be contending that its 
rates could have been increased except by a filing by 
Mississippi under § 4 of the Natural Gas Act (15 U.S. C., 
§717c). Yet are the customers of Mississippi to be preju- 
diced because Mississippi, even though the matter was 
ealled to its attention by the Commission’s letter of March 
23, 1956 (R. 447), chose not to comply at that time with 
the Commission’s order and the settlement agreement, on 
the excuse (we believe it was a bad one but for this pur- 
pose it makes no difference whether it was good or bad) 
that it was seeking judicial review? The order of the 
Commission (i. e., of November 8, 1955) that Mississippi 
brought up to this Court was in Mississippi’s favor (or at 
least, in view of paragraph VII of the 1953 settlement, in 
Mississippi’s customers’ favor), although not as much in 
favor as Mississippi would have liked. If Mississippi had 
filed its reduced rate early in 1956, it would clearly have 
had to file for a changed rate under §4 in order to be 
relieved from the rate so filed; therefore, can Mississippi’s 
delay in filing until 1958 bring about a different result? 
It would be very strange if it could. 


On October 20, 1958, when Mississippi made its request 
(R. 242-255), the Commission had no power to go back 
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and change Mississippi’s F-1 rate that had been put into 
effect on June 3, 1953, either by abolishing the condition 
that required a downward adjustment of the demand and 
commodity charges effective as of November 8, 1955, or 
by terminating the duration of that adjustment on April 
1, 1956. Increased rates to be charged by Mississippi can 
be made effective as of no time earlier than November 1, 
1958, when Mississippi’s increased rates filed May 1, 1958, 
went into effect, subject to refund, in Docket No. G-15174 
(R. 432, 289). 


The reason for this is that the Federal Power Commis- 
sion has rate-making power that is prospective only. It 
cannot go back and correct past rates. This, of course, 
does not mean that the Commission may not in a proper 
ease determine what a past rate was, or make a determina- 
tion of the amount of a past rate when that amount de- 
pends on the ascertainment of extrinsic facts, or that the 
Commission may not require or permit the filing of a 
schedule to reflect a past rate. See, for example, Natural 
Gas Pipeline Company of America v. Federal Power Com- 
mission, 253 F. 2d 3 (3rd Cir., 1958), cert. den. 357 U. S. 
927, 2 L. Ed. 2d 1370, where the court itself modified the 
Commission’s order so as to provide that a certain rate 
‘‘be reinstated as the effective rate for the period prior to 
March 1, 1955.” Shell Oil Company v. Federal Power 
Commission, 263 F. 2d 223 (3rd Cir., 1959). Phillips 
Petroleum Company v. Federal Power Commission, 258 
F. 2d 906 (10th Cir., 1958). Kerr-McGee Oil Industries, 
Inc., v. Federal Power Commission, 260 F. 2d 602 ( 10th 
Cir., 1958). And when a natural-gas company has filed 
for a rate increase under §4 (15 U.S. C., § 717c) and the 
rate is put into effect under bond, the Commission, of 
course, has power to order a refund of the amounts col- 
lected under bond which its finds not justified [§4 (e); 
15 U.S. C., § 717¢ (e)]. 
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But the power of the Commission to prescribe rates—to 
determine what they should be as distinguished from what 
they are or were—is limited to the power under $5 (a) 
[15 U. S. C., § 717d (a)] to ‘‘determine the just and rea- 
sonable rate * * * to be thereafter observed and in force, 
and * * * fix the same by order.’’? (Emphasis supplied.) 


In at least one place in its brief Petitioner appears to 
agree that the Commission cannot now go back and change 
what was done in 1953. For the order under review is 
denounced (Petitioner’s Brief, p. 40) as a ‘‘retroactive 
tariff’’ which the Act ‘‘does not authorize.’’ 


But an argument on which Petitioner lays much greater 
stress—one deemed so important that it is emphasized in 
Petitioner’s ‘‘Outline of Argument’’, is based on the propo- 
sition that the Commission can go back and make changes. 
For Petitioner says (its Brief, p. 24): 


‘¢In the event that the Commission hereafter reduces 
United’s rates for gas sold to Mississippi in subsequent 
United dockets below the 1953 level, the Commission 
has ample power under the ‘unless otherwise ordered 
by the Commission’ clause of Paragraph VII of the 
1953 Settlement Agreement to require Mississippi to 
pass on to its utility customers in accordance with the 
basic purpose and intent of the Agreement their pro- 
portionate share of such ‘reduced costs of gas pur- 
chased by Mississippi from United’ so long as the 
Mississippi rates approved in the 1953 Settlement 
Agreement continued in effect.’ See also Petitioner’s 
Brief, pp. 30-32. 


In other words, to paraphrase Mississippi’s argument, 
if the final determination of United’s rate case in Docket 
No. G-9547, should fix a rate to be charged Mississippi 
by United that is different from the 75¢ demand, 10¢ com- 
modity PL-C rate, but still lower than the old PL-2 and 
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PL-3 rates which Mississippi was paying United in June, 
1953, what could be fairer than to make the adjustment 
of the demand and commodity charges in Mississippi’s 
F-1 rate schedule, depend upon how these new United 
rates compared with the old PL-2 and PL-3 rates? 


There are two ready answers to this. The first is that 
the reasonableness of Mississippi’s rates in effect at any 
time and from time to time depends on many factors be- 
sides the cost of gas purchased by it from United. Cost 
of purchased gas is but one of many elements which must 
be taken into account in determining whether particular 
rates will produce a reasonable return on its rate base to 
a natural-gas company. See, for example, the various 
costs involved in Matter of Mississippi River Fuel Cor- 
poration, Docket No. G-1641, 11 F. P. C. 288, 1. ¢. 300 
(1952). The fact that United’s rates to Mississippi should 
go up is therefore no sign that Mississippi’s rates to its 
customers should go up also; an increase in such cirecum- 
stances may or may not be warranted, and §4 of the 
Natural Gas Act (15 U. S. C. §717c) contemplates that 
the natural-gas company itself shall determine in the first 
instance whether it thinks a rate increase is warranted, 
and if it files such an increased rate the Commission may 
suspend it and determine its reasonableness. 


As soon after November 8, 1955, as Mississippi knew 
that United would accept the PL-C 75¢ demand 10¢ com- 
modity rate—certainly as soon as the Commission had 
made its order of January 6, 1956, putting that rate into 
effect as to Mississippi, which United had filed even before 
November 8 (R. 419-420)—Mississippi knew that it would 
have a rate from United no higher than this 75¢ demand 
10¢ commodity rate. From the plain language of para- 
graph VII of the 1953 settlement agreement, ‘‘to be effec- 
tive as of the date as of which the reduction in United’s 
rates is made effective,’’ Mississippi knew in 1956 that 
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provision for a downward adjustment of the demand and 
commodity charges in its F-1 Rate Schedule was required 
and that the adjustment would have to be made. In fact 
the Commission by its letter of March 23, 1956, called on 
Mississippi to make the required reduction (R. 477). In- 
stead Mississippi, by its letter of April 12, 1956, said that 
no action was required of it ‘‘at this date’’ (R. 448). 


The United rate filing in Docket No. G-9547, had become 
effective, subject to refund, on April 1, 1956. Why didn’t 
Mississippi file for a rate increase at that time? Why 
didn’t it file for a rate increase when subsequent rate in- 
creases by United became effective subject to refund, 
Docket No. G-10592 on November 16, 1956, and Docket 
No. G-12801 on December 1, 1957 (R. 291)? Mississippi 
knew how to file for a rate increase on May 1, 1958 (R. 
432), which went into effect, subject to refund, on No- 
vember 1, 1958 (R. 289), thereby anticipating by one 
month the effective date (still subject to refund) of still 
another United rate increase, Docket No. G-15360, effec- 
tive December 1, 1958. 


The answer to these qyestions we of course cannot 
know. But presumably Mississippi knew how to protect 
its own interests. Cf. United Gas Pipe Line Company v. 
Federal Power Commission, 220 F. 2d 706, 1]. c. 715 (5th 
Cir., 1955), cert. den. 250 U. S. 844, 100 L. Ed. 752. 


The second reason why the Commission cannot go back 
and change Mississippi’s rates in the light of the final 
results in United’s rate case, Docket No. G-9547, and even 
its later rate cases, is that to do so would require retro- 
active rate making by the Commission. The adjustment 
required by paragraph VII of the 1953 settlement agree- 
ment is of course an adjustment dependent on United’s 
rate reduction received in Docket Nos. G-1142 and G-2019. 
Tt had no reference to future United rate cases, and can 
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- not now be changed by the Commission. Moreover, deter- 
mination of what Mississippi’s rates should have been at 
any past time would involve a determination of what rate 
was then reasonable in the light of all of the relevant 
' factors in existence at that time, not merely costs of gas 
purchased from United. 


Mississippi’s suggestion (Petitioner’s Brief, pp. 24, 31) 
- that the Commission ‘‘has ample power under the ‘unless 
- otherwise ordered by the Commission’ clause of Para- 
graph VII’’ to do what we are here discussing, is unsound. 
Whatever the ‘‘unless otherwise ordered by the Commis- 
sion”? clause means—and it is likely that it was merely 
an explicit reservation of all power the Commission had 
in the premises—it could not operate to increase the 
powers of the Commission so as to authorize it to create 
rates retroactively. Such power could not be conferred 
by the Commission upon itself by saying so, nor on the 
Commission by force of the agreement of the parties. 
Moreover, one of the present intervenors, Illinois Power 
Company, was not a party to the 1953 settlement agree- 
ment. 


The foregoing conclusions are confirmed by a considera- 
tion of the cases. 


The Petitioner itself cites (p. 40 of its brief) Hope Nat- 
ural Gas Company v. Federal Power Commission, 196 F. 
2a 803 (4th Cir., 1952), an opinion by Judge Parker, where 
Hope sought unsuccessfully to have rates made effective 
as of the beginning of the suspension period instead of 
as of the time when they went into effect under bond. In 
State Corporation Commission of Kansas v. Federal Power 
Commission, 215 F. 2d 176 (8th Cir., 1954), funds had been 
accumulated during a period while Northern Natural Gas 
Company had been collecting rates during a stay ordered 
by the court. Northern Natural sought leave to adduce 
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evidence before the Commission of Northern’s actual cost 
of service during the period in question, so that the rates 
for this period could be based on what had actually hap- 
pened. The court denied the relief sought, saying (215 F. 
2d, 1. e. 184): 


“Tt is pointed out that in rate regulation such as is 
here involved, the Commission’s legislative fixing of 
rates must necessarily relate to the future and the 
Commission lacks power to grant reparation where 
a rate has proved on application to be confiscatory.” 


In June 1953 when Mississippi’s rates were settled, 
United had two rate cases pending, Docket Nos. G-1142 
and G-2019. Paragraph VII of the settlement agreement 
provided for a decrease of the demand and commodity 
rates of Mississippi’s Rate Schedule F-1, if United was 
required in those two proceedings or either of them to 
make a reduction in its rates to Mississippi. Nothing was 


said about adjustment either up or down im case of the 
filing of still later rate cases by or against United. Noth- 
ing was said as to how long the change in Mississippi’s 
rate should remain in effect; that was left to the provisions 
of the Natural Gas Act. Mississippi had ample power 
to protect itself by filing increased rates, but it saw fit 
not to do so until May 1, 1958. But in any event the Com- 
mission has no power to go back and change things now; 
it could not have approved the April 1, 1956, cut-off pro- 
posed by Mississippi in its October 20, 1958, letter (R. 242- 
255), for to do so would have involved retroactive rate 
making. 
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| JI. The Commission’s order of September 11, 1958, in 
| United’s rate cases G-1142 and G-2019, did not, and 
did not purport to, fix March 31, 1956, or any other 
date, as the termination of United’s 75¢ demand 10¢ 
commodity rate. Neither Mississippi’s agreement in 
July, 1958, not to insist upon an even lower rate for the 
period ending March 31, 1956, nor the approval of that 
agreement by the Commission in its order of September 
11, 1958, can have the effect of terminating the period 
during which the adjustment in Mississippi’s own 
rates required by the June 3, 1953 settlement and order 
in G-2153, is effective. 


Mississippi says (Petitioner’s Brief, p. 34): 


‘‘The specific thing which the settlement agreement 
requires Mississippi to pass on by virtue of a final 
order in Docket Nos. G-1142 and G-2019 is the proper 
amount of such refund (or such rate reduction or- 


dered). The rate reduction ordered is the entirety 
of that which was ordered, namely a reduction for the 
specified period November 8, 1955 through March 31, 
1956. In short the final order fixed the beginning, 
duration and ending of the reduction—not just the 
beginning.’’ (Emphasis Petitioner’s.) 


The first two points of our Argument are a sufficient 
answer to this. Paragraph VII of the June 3, 1953, settle- 
ment required a reduction in the demand and commodity 
charges in Mississippi’s Rate Schedule F-1 to be effective 
as of the date as of which the reduction in United’s rates 
was made effective, with no mention of the duration of 
Mississippi’s rate schedule containing such reduced charges. 
Moreover we have shown that the Federal Power Commis- 
sion had no power in 1958 or 1959 to go back and terminate 
as of some earlier date the required reduction of the de- 
mand and commodity charges in Mississippi’s rates and 
thus retroactively modify and remove the condition which 
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was attached to Mississippi’s Rate Schedule F-1 by the 
1953 order putting it into effect. 


But there is still a further answer to Mississippi’s con- 
tention above quoted. 


The order of September 11, 1958 in United’s rate cases 
G-1142 and G-2019 did not, and did not purport to, fix the 
beginning, duration or ending of the reduction of United’s 
rates. 


The beginning—i. e., the effective date—of United’s rate 
reduction, was fixed as November 8, 1955, by the Commis- 
sion’s order of January 6, 1956 (R. 419), and the Commis- 
sion recognized this (R. 584) in its September 11, 1958, 
order. It must be borne in mind that the Commission’s 
power to put the PL-C 75¢ demand 10¢ commodity rate 
into effect depended upon its power to order rate reductions 
under §5(a) of the Natural Gas Act [15 U. S. C. § 717d 
(a)] and the Commission (R. 582) at the beginning of its 
September 11, 1958, order, recalls that Docket No. G-1142 
was such a proceeding. Docket No. G-2019 on the other 
hand (R. 582) was a suspended rate increase under § 4 (15 
U.S. C. § 717c), but the 75¢ demand 10¢ commodity rate as 
we have mentioned, was in fact higher than the PL-3 rate 
filed in G-2019 (R. 414). 


The PL-C 75¢ demand 10¢ commodity rate was filed by 
United September 30, 1955 (R. 419), anticipating the Com- 
mission’s affirmance on November 8, 1955 (R. 416-418), of 
the Examiner’s decision of July 21, 1955 (R. 415). It was 
to go into effect as to Mississippi ‘‘November 1, 1955, or 
such other date as may be prescribed by the Commission’’ 
(Order Jan. 6, 1956, R. 419). In short, it was accepted 
in advance by United. 


There can be no question therefore that United’s PL-C 
rate was put into effect in January 1956, as of November 
8, 1955. The beginning of its effectiveness accordingly, 
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was not determined by the Commission’s September 11, 
1958 order. 


Mississippi was the beneficiary of the rate reduction 
ordered on November 8, 1955. Yet it was Mississippi, not 
United, that sought review in this Court. The rate of 
course remained in effect, unstayed, after Mississippi filed 
its petition for review on March 1, 1956 (R. 448). It was 
supplanted only when United’s increased rates went into 
effect, subject to refund, on April 1, 1956 (R. 291). But 
this rate continued to be of legal significance even after 
April 1, 1956. For if United had wholly failed to sustain 
the burden of proof which was upon it under §4 (e) [15 
U.S. C., § 717 (e)] (as happened in Mississippi River Fuel 
Corporation v. Federal Power Commission, 121 F. 2d 159 
[8th Cir., 1941]), this same PL-C 75¢ demand 10¢ com- 
modity rate would have been the rate to fall back on, in 
computing the refunds that United would have been com- 
pelled to make. 


The vacation of the Commission’s November 8, 1955, 
order by this Court in Mississippi River Fuel Corporation 
v. Federal Power Commission (No. 13199, decided July 8, 
1957), 252 F. 2d 619, did not alter the legal effect of the 
PL-C rate. It did not destroy the effectiveness of the rate, 
either as the rate to be paid up to April 1, 1956, or as the 
rate underlying the then pending rate increase cases in 
which United was collecting rates subject to refund. This 
Court’s judgment did not put back into effect as of Novem- 
ber 8, 1955, or as of any other time, the old PL-2 $1.30 de- 
mand 121%4¢ commodity rate (R. 289), or restore the PL-3 
65¢ demand 9¢ commodity rate which United had been 
collecting under bond in Docket No. G-2019 (R. 300; 288).* 


* Even in a rate increase case the Court apparently cannot affect the 
period prior to its decision unless there has been a stay. And rates for 
the future will normally be determined later by the Commission, and 
not automatically by the Court’s decision. Indeed it may well be that 
Counsel for Mississippi and the Trial Examiner were inaccurate when 
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When the case came back to the Commission it came 
back with the effectiveness of the rates unchanged. The 
Commission reopened the hearings (R. 584), ‘‘for the spe- 
cific and limited purpose of providing United an opportu- 
nity to introduce evidence as to the ‘factual economic justi- 
fication,’ if any there be, for the test period 1952, as ad- 
justed, for the inclusion in its cost of service to be used 
for pricing its sales to Mississippi of payments to Union 
in excess of the initial contract prices.”’ 


When, thereafter, the Commission made its order of 
September 11, 1958, it recognized very well what was be- 
fore it. ‘*The sole issue now before us,’’ said the Commis- 
sion (R. 587), ‘‘then is whether, under the circumstances 
present here, we should approve the proposed settlement 
notwithstanding the possibility that if these matters pro- 
ceeded to final conclusion * * * we might then arrive at a 
determination that United should be allowed in a cost of 
service something less than $14,152,326 for its purchase 
from Union.’’ 


In view of all the circumstances, and particularly since 
any action would be without prejudice to contentions that 
might be made in future rate cases, the Commission de- 
cided to approve the settlement, and treat the one issue 
before it as decided favorably to United. This left the rate 
situation just as it was, so far as effectiveness was con- 
cerned. In the ordering part of the order (R. 588-589) the 
Commission made no reference to the effectiveness of rates; 
it had no occasion to do so, for, as it recognized in the opin- 
ion part of the order (R. 584), ‘‘by order issued on January 
6, 1956, we permitted United to place into effect as of No- 
vember 8, 1955’’ the rate in question. 


they referred (R. 464-465) to the period ending March 31, 1956, as a 
“closed-end” period, with the implication that action by the Commission 
in 1958 in G-1142 and G-2019 might have some effect on the rate situation 
during this period. But this is immaterial since the Commission’s Sep- 
tember 11, 1958, order, instead of changing anything, supplied the missing 
support which this Court had held to be lacking. 
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Thus neither the beginning nor the duration nor the end 
of the reduction in United’s rates was fixed by the order 
_of September 11, 1958. The beginning was fixed by the 
' orders of November 8, 1955, and January 6, 1956. The dura- 
' tion was not affected by anything that happened in the 
_ G-1142 and G-2019 rate litigation. Whether Mississippi 
will have to pay [without a chance to get it back under a 
refunding obligation under §4(e)] more than the 75¢ 
demand and 10¢ commodity rate, and if so as of what 
| date, depends, not on the September 11, 1958, order or any- 
' thing in it, but on the ultimate decision of United’s four 
' rate increase cases presently pending before the Commis- 
sion. 


At the July 14, 1958, hearing in G-1142 and G-2019 Mis- 
- sissippi used the language ‘‘hereby accepts the PL-C rate 
' of 75 cents demand and 10 cents commodity for the period 
up to but not including the effective date of the rates 
filed in Docket G-9574’’ (R. 464). Can it be that by the 
use of that language Mississippi intended to try to escape 
' (except for the period prior to April 1, 1956) from the 
- unperformed obligation, which up until then it had, to give 
effect to the reduction of the demand and commodity 
charges in its F-1 Rate Schedule required by the 1953 
settlement? The Examiner, although he was the same one 
(R. 453, 415) who decided the cases on July 21, 1959, 
evidently had forgotten that the PL-C rate had already 
been filed and effective, for he said (R. 465) that he under- 
stood that Mississippi ‘‘will have no objection to the filing 
by United of a rate of 75 and 10 cents * * * for the closed 
end period’”’. To this Mississippi replied, ‘‘For the closed 
end period, that is right, sir’? (R. 465). 7 


But we decline to impute to the eminent counsel (Mr. 
Reeder) who spoke for Mississippi any such sinister mo- 
tive as a desire, without explaining what he really had in 
mind, to get his client relieved from an obligation which 
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would otherwise have remained continuously in full force 
until removed by a change in rates made in accordance 
with the Natural Gas Act. 


For this was not one of the issues in that case. There 
was only one issue: whether United could justify its pur- 
chased gas costs. An attempted decision by the Commis- 
sion of an issue which was not before it would have been 
of no effect. Michigan Consolidated Gas Company v. Pan- 
handle Eastern Pipe Line Co., 226 F. 2d 60 (6th Cir., 1955), 
cert. den. 350 U. S. 987, 100 L. Ed. 853 (where, 1. c. 66, the 
inclusion of a rule on conditions of service in a tariff 
ordered in a case that dealt purely with rates was held to 
be of ‘‘no legal effect’’). 


If the United case had been fully tried and decided on 
the one remaining issue—i. e., whether United’s gas pur- 
chase costs could or could not be justified—the present in- 
tervenors (and Mississippi’s other customers) could not 
possibly have been prejudiced in their rights under the 
1953 settlement of Mississippi’s rates, for United would 
either have justified its costs or it would have failed to 
do so, but in either case the justifiable rate to Mississippi 
would have been no greater than 75¢ demand and 10¢ com- 
modity. We submit that Mississippi’s customers can be 
no worse off because of the fact that the matter was settled 
by compromise rather than by trial and decision. For sup- 
pose Mississippi had said in so many words to the Commis- 
sion, ‘‘We will settle this ease by agreeing that the PL-C 
rate may stand, provided that it is all worked out in such 
a way that the reduction we have to give our customers 
based on this PL-C rate will be terminated as of March 31, 
1956, instead of continuing on as at present.’’ Such a state- 
ment (and we don’t think that is what Mississippi meant) 
would have called on the Commission to take action which 
would have deprived Mississippi’s customers of their then 
vested rights, which the Commission could not do for a 
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' variety of reasons; one which we have not mentioned before 
| is that Mississippi’s customers were not even parties to the 
| proceeding. Phillips Petroleum Company v. Federal Power 
Commission, 227 F. 2d 470, 1. c. 476 (10th Cir., 1955), cert. 
| den. 350 U. S. 1005, 100 L. Ed. 868. 


But the short answer to Mississippi’s arguments based 
on the language used by Mr. Reeder in offering to settle 
the United case, is that that language taken in the cir- 
' eumstances is no more than an offer on Mississippi’s part 
to stop fighting for a lower rate than 75¢ demand and 10¢ 
commodity and be content with the situation in which that 
rate placed it, provided its position in later United rate 
cases was in no wise prejudiced. This is all, we submit, 
that the proposed settlement offer could reasonably have 
- been assumed by the Examiner or the Commission to mean, 
and there is no indication that anyone understood it to 
mean anything else. 


This brings us back to the propositions urged under 
Points I and II of this argument. The June 3, 1953, set- 
tlement of Mississippi’s rates and the order putting them 
' into effect, conditioned those rates on the requirement of 
an adjustment: a reduction in the demand charge and a 
reduction in the commodity charge in Mississippi’s Rate 
Schedule F-1, to be computed according to the formula 
set out in paragraph VII if United was required to make 
a reduction in its rates in Dockets Nos. G-1142 and G-2019 
or either of them. This reduction was to be effective as 
of the date as of which the reduction in United’s rates 
was made effective, i. e., November 8, 1955. 


The duration of the rates as so reduced was not speci- 
fied in the 1953 order any more than the duration of 
Mississippi’s schedule F-1 itself, or of any other provision 
of any of the tariff sheets which were then put into effect. 
All were left subject to change in accordance with Sec- 
tions 4 and 5(a) of the Natural Gas Act. 
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As we have shown, Mississippi can take no comfort 
from the termination on September 11, 1958, of United’s 
G-1142 and G-2019 rate cases. For reasons best known 
to it, Mississippi chose to go forward while United put 
one rate increase after another into effect subject to re- 
fund, leaving its F-1 rate schedule in effect, conditioned 
as it was for a reduction in demand and commodity 
charges, the minimum amount of which reductions Missis- 
sippi knew as early as November 8, 1955. Relief was 
available to Mississippi and it sought it when it deter- 
mined that it needed it, by its filing on May 1, 1958, of 
inereased rates for itself (R. 482). Now, as we have 
shown under Point II, it is too late for Mississippi to seek 
relief ‘for the past; for the Commission has no power to 
determine retroactively what reasonable rates for Missis- 
sippi would have been in the past years, or to change or 
vary retroactively the conditions of the 1953 rate settle- 
ment. 


The Commission therefore correctly decided in the order 
under review and the April 2, 1959 order affirming it, that 
Mississippi could not file a rate schedule showing the 
reduced rates with effectiveness limited to the period end- 
ing March 31, 1956. 


IV. The order under review is within the Commission’s 
jurisdiction. 


Petitioner argues (Petitioner’s Brief, p. 40), that the 
order ‘under review involves retroactive rate-making. We 
have shown under Point II of this argument that it does 
not; that on the contrary to do what Mississippi urges 
would involve retroactive rate-making, for it would at- 
tempt now to change retroactively the condition upon Mis- 
sissippi’s Rate Schedule F-1 which was imposed by the 
June 3, 1953 order. 
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Petitioner in this connection also argues, however, that 
the order under review ‘‘is outside the jurisdiction of the 
‘Federal Power Commission and within the exclusive juris- 
diction of the District Courts of the United States.’’ 


Ordering paragraph (F) of the June 3, 1953 order (R. 
225) required Mississippi to ‘‘file the changes in its Rate 
Schedule F-1’’ required by paragraph VII of the settlement 
‘agreement ‘‘unless otherwise ordered by the Commission.” 
‘Mississippi has now by its request of October 20, 1958 
| (BR. 242-255), submitted for the Commission’s approval a 
“Substitute Third Revised Sheet No. 4’’ (R. 248), which 
it proposes to file. Is it Mississippi’s position that the 
| Commission had authority to accept this tariff sheet for 
filing and approve it, but that it did not have power to 
reject it and order Mississippi to file a proper one? 


Section 22 of the Natural Gas Act [15 U. 8. C. 717 (u), 
quoted in Petitioner’s Brief, p. 20], relied on by Missis- 
' sippi, has no application. Far from being a judicial pro- 
| eeeding* to enforce a duty or prevent a violation of an 
- obligation created by the Act or any order thereunder this 
matter is clearly within the Commission’s jurisdiction. Suf- 
- ficient authority, if any be needed, is Phillips Petroleum 
' Company v. Federal Power Commission, 258 F’. 2d 906 (10th 
' Gir. 1958), where Judge Phillips, speaking for the Court, 
said (258 F. 2d, 1. c. 913-914): 


‘‘We think there can be no doubt that the Commis- 
sion had jurisdiction to determine whether it would 
permit the filing of the revised or corrected billing 
statement, under its general power to make ‘orders 
* * * necessary or appropriate to carry out the pro- 
visions of this Act.’ However, in reaching that ulti- 
mate determination, the Commission decided two pre- 
liminary issues, which were essential to a determina- 
* If a judicial proceeding had been brought in October, 1958, against 


Mississippi wouldn’t it have raised the defense of primary jurisdiction in 
the Commission and failure to exhaust administrative remedies? 
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tion of whether it should permit the filing of the re- 
vised or corrected billing statement. One, it decided 
that the effective rate on June 7, 1954, under Rate 
Schedule No. 61 was 3.18236¢ per Mcf and two, that 
such rate could not be increased by filing of the revised 
or corrected billing statement, but only through the 
filing of a change in rates, pursuant to §4 (d) of 
the Natural Gas Act and § 154.94 (a), supra. How- 
ever, we are of the opinion that the Commission: had 
jurisdiction to determine those preliminary matters. 
* * * In other words, in order to determine the 
ultimate question, it was necessary for the Commis- 
sion to determine, as an incident of its jurisdiction 
to determine the ultimate question, the preliminary 
questions to which we have adverted.”’ 


See also United Gas Pipe Line Company v. Federal Power 
Commission, 220 F. 2d 706 (5th Cir., 1955), cert. den. 350 
U. S. 844, 100 L. Ed. 752, where Mississippi was on the 
other side of a situation similar to the one here involved. 


The Commission had power to determine what revised 
tariff sheet it would receive for filing. Power to require 
Mississippi to pay the amounts necessary to make the ad- 
justment effective follows as a necessary incident; it is 
certainly an order which the Commission correctly found 
‘‘necessary or appropriate to carry out the provisions of 
this Act’’ Natural Gas Act §16; 15 U. S. C. § 7170). The 
requirement that interest be paid simply expresses an ob- 
ligation which the law would imply anyhow in a case where 
restitution should be made of amounts that should have 
been repaid to the customers as soon as collected (since 
the adjustment should have been made in 1956 promptly 
after the PL-C rate was ‘‘accepted by United’’, within the 
meaning of paragraph VII, and put into effect by the Com- 
mission’s order of January 6, 1956). Restatement of Resti- 
tution § 156. 
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_V. Petitioner was neither prejudiced nor denied any funda- 
mental rights by virtue of the proceedings and pro- 
cedures culminating in the Commission’s order here for 
review. 


At pages 41-42 of its brief Petitioner alleges that the 
_ Commission issued the order here for review without giv- 
ing Petitioner notice and opportunity to be heard. It is 
| hard to see how Petitioner can advance this point in all 
' seriousness, for, in the circumstances, it is clear that (1) no 
‘thearing,’’ as that word is apparently used by Petitioner, 
was required, (2) a ‘‘hearing’’ in every meaningful sense 
was, in fact, accorded Petitioner and Petitioner partici- 
pated therein with great vigor, and (3) any right to a hear- 
ing of the type for which Petitioner contends was waived 
_ by Petitioner when it initiated and participated fully in the 
proceedings before the Commission that culminated in the 
order here for review. 


In the first place, the posture of the proceedings that 

. Petitioner attacks compels that conclusion that no ‘‘hear- 

ing,’’ as defined by Petitioner, was required. The language 

of the June 3, 1953, order makes it abundantly clear that 

all that remained to be done was for Mississippi to file its 

' reconstituted F-1 Rate Schedule upon the resolution of the 

then pending United rate cases in Docket Nos. G-1142 

and G-2019. In the order here for review the Commission 

was merely implementing the June 3, 1953 order. Under 

' such circumstances, existing principles of law make it clear 

' that no ‘‘hearing’’ is necessary to authorize a regulatory 

' body to issue a subsequent order as the Commission did in 

| the case at bar. State v. Seaboard Air Line Ry. Co., 93 Fla. 

- 104, 107, 111 So. 391, 392 (1927); Town of Charlestown v. 

Kennelly, 80 R. I. 148, 93 Atl. 2d 728, 730 (1953); People 

' ex rel. Illinois Commerce Commission v. Dohrn Transfer 
 Co., 363 Ill. 232, 234, 2 N. E. 2d 89, 90 (1936). 


In the second place, even though no hearing was, in 
fact, necessary, the Commission did afford Petitioner 
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full opportunity to participate in the processes leading 
up to the issuance of the order here for review. Peti- 
tioner, accordingly, was granted a ‘‘hearing’’ in every 
meaningful sense. Petitioner, however, seems to feel 
that it should have been accorded a so-called adjudica- 
tive type hearing in which it could present exhibits and 
testimony, examine and cross-examine witnesses, etc. It is 
hard to see what useful purpose could have been served 
by such a hearing. What was before the Commission was 
simply the necessity of Mississippi’s carrying out the man- 
date of the June 3, 1953, order. At most, there was in- 
volved solely a question of the meaning of certain por- 
tions—specifically paragraph VII—of that order and of the 
settlement agreement. What additional evidence and testi- 
mony could Petitioner possibly have adduced at a subse- 
quent hearing? In this connection the errors alleged in 
Mississippi’s two petitions for rehearing are alleged to 
appear ‘‘upon the face’’ of the orders (R. 425, 439). 


Moreover, decided cases make it clear that, depending 
upon the circumstances, one or more of the incidents of a 
hearing may be dispensed with without violation of due 
process. Federal] Communications Commission v. W. J. B., 
337 U. S. 265, 275-77, 93 L. Ed. 1353, 1360-1 (1949), and 
National Labor Relations Board v. Clausen, 188 F. 2d 439, 
444 (3rd Cir., 1951) (Oral argument not necessary); see 
Peoria Braumeister Co. v. Yellowley, 123 F. 2d 637, 639 
(7th Cir., 1941). (Briefs and oral argument not required.) 


In the third place, if Petitioner ever had any right to 
the type of hearing it contends for (which we, of course, 
deny) it unequivocally waived such right by instituting 
and participating in the proceedings that culminated in the 
order here for review. As we pointed out in our Counter- 
Statement of the Case, Mississippi began these proceedings 
by its letter to the Commission of October 20, 1958 (served 
on all customers, including intervenors herein), in which, 
among other things, it sought ‘‘approval of the foregoing 
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plan for refund to Mississippi’s utility customers * * tf 
| (RB. 242-256). No request for an adjudicative type hearing 
was made in this letter. 


As aforesaid, after the Commission and Mississippi had 
received the responses to Mississippi’s letter from each of 
'intervenors herein, Mississippi again wrote to the Com- 
mission restating its position and, among other things, 
said: ‘** * * the Company hereby renews its request for 
your approval of the plan for refund to Mississippi’s utility 
'eustomers * * *’? (R. 279). Again, no request for an 
| adjudicative type of hearing was made. 


Mississippi, we submit, cannot now be heard to say that 

it was denied a right to the kind of hearing it here con- 

- tends for, after it had instituted the proceedings below and 
_ participated actively in them without making one single 
- request for an adjudicative type hearing. The Commission 
had before it the positions of the parties as set forth in the 
' respective letters. In effect, these letters constituted briefs. 


The decided cases are uniform in holding that, even if a 
_ party is entitled to notice and opportunity for hearing, it 
- eannot complain of the lack thereof if, by its conduct, it 
has waived its right to such notice and hearing. Ashbury 
Trucking Co. v. Railroad Commission, 52 F. 2d 263, 268 
(S. D. Calif., 1931), aff’d. 287 U. S. 570, 77 L. Ed. 501. Ac- 
cord: Oklahoma Users et al. v. Southwestern Bell Tele- 
- phone Co., 289 P. 2d 968, 970 (Okla., 1955); Wisconsin 
Telephone Co. v. Public Service Commission, 232 Wisc. 
974, 287 N. W. 122, 139 (1939); Kellner v. Schmidt, 328 
Ill. 426, 430, 159 N. E. 821, 823 (1928). 


Accordingly, Mississippi’s contention that it was denied 
due process in the proceedings below is completely without 
merit: it was entitled to no adjudicative type hearing, it 
was accorded an opportunity to participate, and it did par- 
ticipate, in the proceedings leading up to the order under 
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review, and, by its conduct, it waived whatever right it 
may have had to an adjudicative type hearing. 


Respectfully submitted, 
RICHARD D. SHEWMAKER, 
THOMPSON MITCHELL THOMPSON & 
DOUGLAS, 
705 Olive Street, 
St. Louis 1, Missouri, 
J. DAVID MANN, JR., 
MORGAN, LEWIS & BOCKIUS, 
1230 Pennsylvania Building, 
Washington 4, D. C., 
Attorneys for Intervenor, Laclede Gas 
Company. 


Q. P. DORSCHEL and 
ROBERT S. HUNT, 
DALLSTREAM, SCHIFF, HARDIN, 
WAITE & DORSCHEL, 
231 South LaSalle Street, 
Chicago 4, Illinois, 
G. DUANE VIETH, 
ARNOLD, FORTAS & PORTER, 
1229 19th Street, N. W., 
Washington 6, D. C., 
Attorneys for Intervenor, Illinois Power 
Company. 


HARRY A. POTH, JR., and 
RICHARD M. MERRIMAN, 
REID & PRIEST, 
910 17th Street, N. W., 
‘Washington 6, D. C., 
Attorneys for Intervenor, MidSouth Gas 
Company. 
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On Petition to Review an Order of the 
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PETITIONER'S PETITION FOR REHEARING 
BY THE COURT EN BANC 


Mississippi River Fuel Corporation, Petitioner herein, 
prays the Court to set aside or withdraw its opinion filed 
in this cause on June 30, 1960, and to grant rehearing 
before the Court en banc for the reasons that the opinion 
not only is contrary to accepted interpretations of the 
Natural Gas Act and is therefore of far-reaching conse- 
quences, but it offends traditional concepts of justice in 
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that by requiring Mississippi to pay over to Intervenors 
a windfall in the principal sum of about $2,000,000, together 
with interest which might reach the proportions of $400,000, 
it unjustly enriches them at Mississippi’s expense. 


REASONS FOR GRANTING REHEARING 


I, THE COURTS HOLDING THAT THE COMMISSION CAN PRO- 
MULGATE A RATE SUBJECT TO AUTOMATIC RETROACTIVE 
REVISION DEPENDENT UPON A FUTURE EVENT IS INCON- 
SISTENT WITH WELL-ESTABLISHED INTERPRETATIONS OF 
THE NATURAL GAS ACT 


As we read the Court’s Opinion, basic to its conclusion 
is the holding (slip opinion p. 10): 


.. - Opinion No. 253 in Docket No. 2153, the order 
which made the Mississippi-Intervenor settlement rate 
F-1 effective . . . specifically built into the F-1 rate an 
automatic downward revision, the amount of which was 
dependent upon a future event, 7.e., the Commission’s 
final order terminating the United-Mississippi dispute 
in Dockets G-1142 and G-2019. Undoubtedly the Com- 
mission can promulgate a rate subject to an automatic 
retroactive revision dependent upon a future event.! 
(Italics in original.) 


This holding which would permit a rate change to go in 
effect automatically and without any filing with the Com- 
mission, we submit, not only is inconsistent with established 
interpretations of the Natural Gas Act but is not supported 
by the cases relied upon by the Court. 


The courts in a number of cases have clearly negated 
the possibility of automatic rate revisions under the Natu- 
ral Gas Act by expressly holding that the rates charged 
by a company subject to the Act can not be changed 


1 Citing Kerr-McGee Oi Industries, Inc. v. F-P.C., 260 F. 24 602 (10th 
Cir. 1958); Phillips Petroleum Co. v. F-P.C., 227 F. 24 470 (10th Cir. 1955), 
cert. denied, 350 U.S. 1005 (1956); Natural Gas Pipeline Co. v. F-P.C., 253 
F. 2d 3 (3rd Cir. 1958), cert. denied, 357 U.S. 927 (1958). Cf. Cities Service 
Gas Producing Co. v. F-P.C., 233 F. 24 726 (10th Cir. 1956), cert. denied, 352 
U.S. 911 (1956). 
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without complying with the filing and notice provisions 
of Section 4(d) thereof. See, e.g., Episcopal Theological 
Seminary v. F.P.C., 106 U.S. App. D.C. 37, 269 F. 2d 228 
(1959), cert. denied, 361 U.S. 895 (1959); Bel Oud Corp. 
v. F.P.C., 255 F. 2d 548 (5th Cir. 1958), cert. denied, 358 
U.S. 804 (1958) and companion cases; Crties Service Gas 
Producing Co. v. F.P.C., 233 F. 2d 726 (10th Cir. 1955), 
cert. denied, 350 U.S. 911 (1956) ; Mississippi Power & Light 
Co. v. Memphis Natural Gas Co., 162 F. 2d 388 (5th Cir. 
1947), cert. denied, 332 U.S. 770 (1947) ; Mississeppi River 
Fuel Corp. v. F.P.C., 121 F. 2d 159 (8th Cir. 1941). Under 
these decisions a natural gas company may not change the 
rate currently in effect without an appropriate filing under 
Section 4(d), even though the purchaser agreed to the rate 
change as part of the original contract and the contract 
itself had long since been filed with the Commission as 
the company’s rate schedule. Thus, in the Episcopal Theo- 
logical Seminary case, this Court, in rejecting the com- 
pany’s argument that such contractually agreed-upon rate 


changes became effective automatically without any neces- 
sity of additional filings with the Commission, explicitly 
stated (106 U.S. App. D.C. at 42, 269 F. 2d at 233) : 


Section 4(d) ... requires that the public must be kept 
informed of the ‘‘changes to be made in the schedule 
or schedules then in force and the time when the 
change or changes will go into effect.’” No change may 
be made in a “‘rate’’ or ‘‘schedule then in force’’ 
without notice to the Commission and the public. This 
language is persuasive that forehanded contractual 
provisions cannot modify the regulatory provisions of 
the Act as urged by petitioners. The purpose is to 
advise the public of a change in the current rate. 


And in Montana-Dakota Utilities Co. v. Northwestern 
Public Service Co., 341 U.S. 246 (1951), which involved an 
attempt by a customer to go behind the reasonableness of 
rates filed with the Commission with reference to a past 
period, the Supreme Court, in holding that no cause of 
action was stated under comparable provisions of the Fed- 
eral Power Act, noted (341 U.S. at 251): 
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. [Petitioner] can claim no rate as a legal right 
that is other than the filed rate, whether fixed or 
merely accepted by the Commission and not even a 
court can authorize commerce in the commodity on 
other terms (italics supplied). 


In contrast to these rulings which make clear the neces- 
sity of compliance with the requirements of Section 4(d) 
as a prerequisite to effectuating rate changes, the cases 
relied on by the Court fall far short of establishing the 
propriety of automatic downward rate revisions as held 
by the Court. These cases typically involved a determi- 
nation of the effective rate of a producer of natural gas 
on June 7, 1954, the date on which the Commission, pur- 
suant to Phillips Petroleum Co. v. Wisconsin, 347 U.S. 672 
(1954), had undertaken to initiate regulation of such pro- 
ducers. Since the courts had held that the producer’s 
rate on that date was to be fixed on the basis of the rate 
to which the producer was entitled under its contract, it 
was germane to the determination of the rate on that date 
to consider the operation of the various contract provisions 
leading up to that entitlement. And with the determination 
being restricted to the effective rate on June 7, 1954, this 
consideration was limited solely to the operation of these 
provisions during the unregulated period prior to June 7, 
1954, a period during which the requirements of Section 
4(d) did not apply. 


Not only were the cases referred to by the Court so 
confined but the cases themselves sharply distinguish rate 
changes subsequent to June 7, 1954, when the Act had 
become applicable. Thus, in Phillips Petroleum Co. v. 
F.P.C., supra, the Tenth Circuit, in holding that an escala- 
tion clause in a producer’s contract resulted in an auto- 
matic price increase prior to June 7, 1954, clearly differen- 
tiated the situation which prevailed after the producer had 
become subject to the Act (227 F. 2d at 475): 


. it is one thing to treat an escalated rate effective 
after June 7, 1954 as a change in rate or new schedule. 
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It is quite another to treat a rate already im force on 
June 7, 1954 by virtue of the automatic provisions of 
an escalator clause in a contract as a new schedule or 
change in rates.? 


Similarly, in the Cities Service Gas Producing case, supra, 
where the question turned on when under a contract a rate 
change had become effective, the Court, after holding that 
the change did not occur until June 14, 1954, ruled that since 
by that time the company was subject to the Natural Gas 
Act, its failure to comply with the notice and filing provi- 
sions of Section 4(d) ‘‘made invalid and ineffective [its] 
attempt to change [its] rates’? (233 F. 2d at 731). 


It is thus apparent that the Act’s regulatory scheme 
permits of no exceptions from the notice and filing require- 
ments of Section 4(d) and hence precludes all rate revi- 
sions, whether up or down, by a company subject to the 
Act from becoming effective in the absence of compliance 
therewith. Accordingly, inasmuch as Mississippi was un- 


questionably subject to the Act when the downward rate 
change envisioned by the Court was supposed to have oc- 


2It is interesting to note that the Court’s comment was directed to the 
Commission’s argument that the pre-regulation price escalation involved was 
subject to the suspension provisions of Section 4(e) as a new schedule or 
change in rates under Section 4(d). Rejecting this contention, the Tenth 
Cireuit further noted (227 F. 2d at 476): 


[the] rate, being applicable and effective on [June 7, 1954] is not sub- 
ject to suspension under Section 4(e). 


3 Interpreting Mississippi’s position as an attempt to inject an automatic 
escalated revision into that schedule to offset increased costs due to the April 
1, 1956 United rate increase (slip opinion p. 11), the Court rules that ‘‘No 
further upward revision of that rate could be had except by proceedings under 
Secs. 4(d), (e) of the Natural Gas Act and the accompanying Regulations’’ 
(id.). From this, it would appear that the Court is distinguishing between 
upward automatic rate revisions (which, it recognizes, is subject to Section 
4(d)) and downward automatic rate revisions, (which it holds can be effective 
without compliance with Section 4(d)). Not only is there nothing in Section 
4(da) to support such a distinction, but the established interpretation thereof 
is to the contrary. See, eg., Mississippi Power ¢ Light Co. v. Memphis 
Natural Gas Co., supra. 
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curred, it is plain the Court erred in holding that such rate 
change became effective automatically and without com- 
pliance with the provisions of the Natural Gas Act.* 


Il. THE COURT FAILED TO GIVE EFFECT TO THE INTENTION 
OF THE PARTIES TO THE SETTLEMENT AGREEMENT THAT 
MISSISSIPPI PASS ON TO THE INTERVENORS ONLY THEIR 
FAIR SHARE OF THE BENEFITS OF A UNITED RATE RE- 
DUCTION 


While the Court recognized that the parties’ rights in 
this litigation were to be determined by the settlement 
agreement (slip opinion, p. 9), the Court failed even to 
inquire as to the intention of the parties to the settlement. 
Had the Court made such an inquiry, it would have ascer- 
tained that by the settlement agreement the parties in- 
tended Mississippi to pass on to its customers only their 
share of any benefits which Mississippi received from 
United as a result of a reduction in the United rates. 


The Commission found the settlement to be in the public 
interest and accepted it. (Joint Appendix, pp. 108, 109). 
Hence it is inescapable that the settlement rate was found 
to be just and reasonable and was expected to be paid to 
and received by Mississippi for the future, subject only 


4Nor did the settlement agreement itself contemplate that there be an 
automatic downward rate revision. To the contrary, it explicitly provides 
that a rate filing is to be made by Mississippi before the rate reduction is 
to become effective (Joint Appendix, p. 101): 


If [United] is required . . . to make any reduction in the rates ... 
for natural gas sold . . . to Mississippi, then Mississippi . . . shall file 
with the Commission changes in Rate Schedule F-1 to reduce the rates 
therein provided .... The said change in Mississippi Rate Schedule F-1 
is to be filed within 60 days after the date on which the order reducing 
United’s rates becomes final, .... 


Moreover, Paragraph VII also provides that Mississippi is to make the rate 
filing ‘‘ unless otherwise ordered by the Commission’’ (Joint Appendix, p. 101). 
This reservation of a power in the Commission otherwise to order emphasizes 
the parties’ recognition that a rate reduction was not to follow, ipso facto, 
from a reduction in United’s rates and serves to make it even clearer, if 
possible, that Mississippi customers were not entitled to the benefits of the 
United rate reduction automatically and without more. 


MB ray Se | ee eS 
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to passing on a share of a reduction in the cost of gas 
purchased from United below the cost level on which the 
settlement was based. 


Paragraphs VI and VII of the settlement agreement 
fully express the intention of the parties thereto with ref- 
erence to passing on such benefits. In considering these 
paragraphs it must be remembered that: 


(i) The rates paid by Mississippi to its principal sup- 
plier (United) was a large factor in Mississippi’s 
cost of service for fixing rates to Mississippi cus- 
tomers; and in fact was the sole cost factor dealt 
with in these paragraphs. 


(ii) The rates of United to Mississippi were the subject 
of Commission proceedings and therefore were not 
final at the time Mississippi’s rates were being fixed. 


Accordingly, the purpose of Paragraphs VI and VII 


could only be to provide a mechanism whereby Mississippi 
would, as the Commission stated in its 1953 order, ‘‘. . . 
pass on to its utility customers the proper part of .. .” 
a reduction in the United proceedings.” (Joimt Appendix, 
p. 106). These paragraphs are only the means of effecting 
the pass-on and not the end itself. It undoubtedly was in 
the minds of the parties at the time that the settlement 
was entered into that a part of such benefits would prob- 
ably relate to a period in the past and a part to the future. 
Therefore, Paragraph VI set up a refund procedure; Para- 
graph VII provided for filing a reduced rate. 


Moreover, the language employed in both paragraphs 
clearly demonstrates that the utility customers were to re- 
ceive only their fair share of any benefits received by Mis- 
sissippi from United. While Paragraph VI was rendered 
inapplicable by what occurred in the United case, the para- 
graph is helpful in that it clearly expresses this intention. 
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Paragraph VII, setting out the manner of determining 
the amount of Mississippi’s pass on, shows it was to be the 
amount ‘‘. .. attributable to reduced costs of gas purchased 
by Mississippi from United... .’? (Joint Appendix, p. 
101). It also says that this was to be done “‘. . . so as to 
pass on to its [Mississippi’s] utility customers the proper 
amount .|. . of any such rate reduction ordered and made 
effective by the Commission in respect of United’s rates 
--. .’” (Joint Appendix, p.101). Finally, Paragraph VII 
closes with the statement that the formula set out in the 
agreement for the purpose of fixing the amount of the pass 
on should be varied under certain circumstances to the 
extent necessary “‘. . . to carry out the purpose of having 
Mississippi pass on to its utility customers only the proper 
proportion of any such over-all reduction of United’s 
rates.’” (Joint Appendix, p. 102) (italics supplied). 


Thus, when read in light of its background and purpose, 
Paragraphs VI and VII were clearly intended to be limited 
to passing on to Mississippi’s customers the benefits of the 


reduction in Mississippi’s costs of purchased gas resulting 
from reduction in United’s rates to Mississippi. Once this 
purpose is recognized, it follows, we submit, that Missis- 
sippi’s obligation is fully discharged by Mississippi’s 
paying over to its customers, refunds for the time during 
which Mississippi in fact enjoys reduced rates from United. 
Since United increased its rates to Mississippi effective 
April 1, 1956, ‘‘thus ending whatever benefits Mississippi 
gained by virtue of the United-Mississippi settlement’? 
(slip opinion, p. 7), Mississippi has not at this time re- 
ceived any rate reduction beyond that date.5 


5 The Court’s suggestion, that there was nothing in the 1953 settlement 
agreement to limit the period of the pass-on (slip opinion, p. 12), overlooks 
the fact that since, as pointed out in the text, the purpose of Paragraph VII 
was to pass on the benefits of any rate reduction resulting from United’s 
then pending rate proceedings, Paragraph VII was intended to cease to fune- 
tion with the termination of these bene4ts. 
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Mississippi, of course, recognizes that the Commission 
has not yet determined the reasonableness of United’s rate 
increases since April 1, 1956. Should it ultimately reduce 
United’s rates below the level on which Mississippi’s F-1 
settlement rate was based, Mississippi’s customers will be 
entitled to their share of those additional benefits which 
might accrue until November 1, 1958, when the F-1 settle- 
ment rate was superseded. Thus, Mississippi’s customers 
will receive all the benefits that they were intended to 
receive under the settlement agreement. Consequently, 
while, as we show in Point ITI, the changed situation re- 
sulting from passage of time operated to render inappli- 
cable the procedure set out in Paragraph VII for passing 
on these benefits, no injury or prejudice iures to Inter- 
venors as a result thereof. 


Ill. THE COURT FAILED TO RECOGNIZE THAT THE CHANGED 
SITUATION RESULTING FROM THE PASSAGE OF TIME 
CONVERTED MISSISSIPPI'S OBLIGATION TO THAT OF MAK- 
ING A RATE REFUND 

Although the rate reduction method for passing on the 

benefits of United’s reduced rates provided in Paragraph 
VII was appropriate in light of the situation as anticipated 
by the parties at the time that the settlement agreement 
was entered into, the course of events subsequent thereto 
has operated to render Mississippi’s obligations thereunder 
to that of making a rate refund. By passing on to its 
customers their share of the benefits of United’s reduced 
rates, as Mississippi has offered to do, Mississippi would 
be discharging fully its intended obligations under the 
settlement agreement. 


Under Paragraph VII, Mississippi’s pass-on obligation 
became operative ‘‘. . . 60 days after the date on which the 
order reducing United’s rates became final... .”’ (Joint 
Appendix, p. 101). Although the Commission’s order 
reducing United’s rate was issued on November 8, 1959, 
Mississippi, being of the view that United’s rates should 
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have been reduced even more, sought judicial review of 
the Commission’s order, which litigation was not finally 
terminated until September 11, 1958. By November 10, 
1958, when Mississippi was required by Paragraph VII 
to file a rate reduction, not only had United already filed 
new rate increases, the first of which had become effective 
April 1, 1956, but the settlement rate set out in Rate Sched- 
ule F-1, had been superseded by a new Mississippi rate 
which, after five months suspension, had become effective 
as of November 1, 1958, 


Consequently, by the time Mississippi’s obligation to pass 
on the benefits of United’s reduced rates matured, not 
only did the obligation relate to a past period—not a future 
period to which Paragraph VII was geared—but the spe- 
cific settlement rate which under the literal terms of that 
paragraph Mississippi was to reduce, had been superseded. 
In these circumstances, the Court, in nevertheless seeking 
to implement the rate reduction procedure of Paragraph 
VII, overlooked the fact that what had originally been 
regarded as a prospective matter and hence had been cast 
in terms, of a rate reduction, had now become a matter 
dealing with a past period and so properly called for a 
rate refund. 


That Mississippi’s obligation had, with the passage of 
time, become that of making a refund apparently was the 
view of the Commission when it entered the final order in 
the United case; appended to that order was a footnote 
(Joint Appendix, p. 253) which concluded with the state- 
ment: ‘‘The total subject to refund by Mississippi through 
March 31, 1956 is $300,726.°? N othing was said about the 
filmg of a reduced rate which would remain in effect until 
a new rate had been established by Mississippi by comply- 
ing with Section 4 of the Natural Gas Act. Evidently the 
present position of the Commission was an afterthought 
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which the Commission embraced between the entry of this 
order on September 11, 1958 and the entry of the order of 
January 23, 1959, of which Mississippi here complains. 


Even the Court in deciding the interest question treated 
the case as posing a refund problem when it said the 
situation is little different from what it would be if after 
a Section 4 proceeding the Commission had determined that 
the rate in effect was too high and ordered a refund (slip 
opinion, p. 14). Yet, in deciding the main question in the 
ease, the Court held that it was confronted with a rate 
change problem. In so holding, the Court not only over- 
looked or disregarded controlling facts and authorities, 
but pursued an inconsistent course. 


Iv. BY FAILING TO TAKE INTO ACCOUNT THE CHANGED 
SITUATION RESULTING FROM THE PASSAGE OF TIME, 
THE COURT HAS BESTOWED A WINDFALL UPON MISSIS- 
SIPPI’'S CUSTOMERS AT THE EXPENSE OF MISSISSIPPI 


The Court in its opinion recognizes that United’s rate 
increase of April 1, 1956 had the effect of ‘‘. . . ending 


whatever benefits Mississippi gained by virtue of the 
United-Mississippi settlement.’’ (slip opinion, p. 7). Al- 
though the thrust of the 1953 settlement was to pass these 
benefits on to Mississippi’s customers, the Court has 
reached a conclusion under which Mississippi is obligated 
to hand over to its customers not only these benefits but 
over $2,000,000 as well. This the Court has done, although 
there is no suggestion in the record as compiled by the 
Commission or otherwise that Mississippi’s rates during 
the period involved were excessive in any amount, let alone 
to the extent of $2,000,000. Nor is there any claim made by 
Intervenors that they had reduced their rates to their con- 
sumers by that amount during the period involved, or that 
they are under an obligation now to pass this excess re- 
covery on to their consumers. It is thus clear that the effect 
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of the Court’s decision is to bestow a windfall upon Mis- 
sissippi’s customers at the expense of Mississippi. 


The Court apparently felt impelled to sanction such a 
windfall, for the reason that having held that the F-1 settle- 
ment rate had been automatically reduced as of November 
8, 1955, it was of the view that thereafter it was incumbent 
upon Mississippi to file new rate schedules with the Com- 
mission in order to terminate the reduced rate. Since 
Mississippi did not file new rates until 1958, the Court 
apparently reasoned that the windfall was brought about 
by Mississippi’s failure earlier to file new rates and not by 
any ruling of the Court. 


It is respectfully submitted that the Court, in concluding 
that Mississippi had a remedy for its plight on April 1, 
1956, by applying for a rate increase, failed to consider 
Mississippi’s interpretation of its situation at that time. 
Mississippi thought then, as it does now, that a settlement 
agreement had been made which passed on to its customers 
only their share of its benefits derived from the United 
ease. As shown in Point IJ, such was the intention of the 
parties to the contract. 


Evidently the Commission took the same view when the 
final order was entered in the United case. In a footnote 
to that order, the Commission treated the present question 
as a refund problem terminating on March 31, 1956 (Joint 
Appendix, p. 253). Therefore, when a new United filing 
occurred jon April 1, 1956, terminating Petitioner’s benefits 
in the old United case, it did not occur to Mississippi that 
it would be necessary to file a new rate to protect its rights 
under the settlement agreement. 


Moreover, the Court’s reasoning overlooks that this rate 
reduction was fictional;* that in actual fact on November 


6 By stating that shortly after the Commission’s order reducing the United 
rates, Mississippi ‘‘proposed to reduce its F-1 schedule to Intervenors for the 
closed-end period January 1, 1956 through March 31, 1956 . . .”’ (slip opinion, 
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8, 1955, when United’s reduced rate went into effect, not 
only did Mississippi not file a new schedule reducing the 
settlement rate, but Mississippi’s customers continued to 
pay the settlement rate without question. And when 
United’s increased rates became effective as of April 1, 1956, 
the settlement rate still was effective as Mississippi’s filed 
rate to its customers. Thus, on the facts as they existed at 
the time United’s new rates became effective, Mississippi’s 
settlement rates, not yet having been reduced to pass on 
the benefits of the United rate reduction, were still on file 
with the Commission and in effect. Hence there was no 
purpose to be served in refiling with the Commission the 
very same settlement rate in order to terminate the pass-on. 
Accordingly, the windfall to Mississippi’s customers plainly 
results solely from the fiction indulged in by the Court that 
the settlement rate was automatically reduced on November 
8, 1955. Since this fiction brings about an inequitable 
result, the Court erred both in adopting the fiction and, 
having adopted it, in failing to go further to eliminate 
the inequity. 


In allowing this inequity in these circumstances, the 
Court’s decision is in conflict with Mississippi River Fuel 
Corp. v. F.P.C., 202 F. 2d 899 (3rd Cir. 1953). In that 
case where the Commission had rejected the very rate 
filing by Mississippi out of which this case grew, the Third 
Circuit, in setting aside the Commission’s action, directed 
the Commission to permit Mississippi to refile the rate 
increase and to make it effective immediately upon Mis- 


p. 7), the Court’s opinion appears to suggest that the settlement rate had in 
fact been reduced and hence that the literal terms of Paragraph VII had been 
satisfied. This statement goes, however, too far. The fact is that Mississippi 
neither filed nor tendered for filing such a tariff reduction. Moreover, the 
proposal suggested such a filing only to satisfy the procedural desires of the 
Commission, as indicated by the Commission’s Staff, all of which would have 
been shown had an appropriate hearing been held by the Commission. In 
these circumstances, it was highly prejudicial to Mississippi for the Court to 
invoke this proposal as indicating that there had been a filing reducing the 
F-1 settlement rate such as was needed to justfy the Court’s conclusion in 
this case. 
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sissippi’s filing an appropriate motion under Section 4(e). 
Since the Court’s opinion was not issued until February 
1953, almost a year after Mississippi’s original filing on 
April 30, 1952, Mississippi, by petition for rehearing, 
urged that it should not be penalized because of the unlaw- 
ful act of the Commission and that the rejected filing 
should be made effective on June 1, 1952 as would have 
been the case if the Commission had acted legally. How- 
ever, adverting to the complaint of Laclede Gas Company 
that such action would force it to pay about $3,000,000 in 
additional charges for gas already resold to its customers 
on the basis of Mississippi’s existing rate, the Court ruled 
(202 F. 2d at 904) : 


Such history can not be changed and in our judgment 
should not be ignored. It is neither realistic nor 
proper to treat an affirmative though legally miscon- 
ceived rejection of plaintiff’s proposed rate increase 
by the administrative body which had jurisdiction over 
the subject matter either as a tacit approval or as 
something that never happened... We are satisfied 


that the decision we already have made is fair and in 
accordance with law. 


Similarly here, it is neither realistic nor proper to 
change history or to ignore what has transpired since the 
original settlement in 1953. Yet in this case, the Court 
requires Mississippi to pay over to Intervenors about 
$2,000,000 based on precisely such a change in history, 
i.e., the interposition now of a reduced rate for gas as 
of November 8, 1955. Inasmuch as this reduced rate did 
not actually occur and the rate in effect at all times until 
November 1, 1958 was the F-1 settlement rate, Mississippi 
was hardly in a position in the past to take the action now 
suggested by the Court necessary to eliminate the reduced 
rate. Although Laclede in the Mississippi River Fuel case, 
supra, could have taken the protective measures suggested 
by the Court for Mississippi here, i.e., filing of new rates, 
the Third Circuit refused so to reconstruct history as 
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to cast such a burden on Laclede. The contrary position 
and result reached by the Court here is squarely in conflict 
with that of the Third Circuit in the Mississippi River Fuel 
case.’ 


V. THE COURT DISREGARDED THE FACTS AND EQUITIES OF 
THE CASE IN SUSTAINING THE IMPOSITION OF INTEREST 
FROM JANUARY 1, 1956 TO OCTOBER 31, 1958 

In deciding the principal question, the Court disregarded 
equitable considerations and undertook to adhere to what 
it regarded as the literal requirements of the settlement 
agreement. However, when it came to determining Mis- 
sissippi’s liability for interest, the Court awarded interest 
on general equitable considerations. It is respectfully 
submitted that consistency required the Court to decide 
the entire case on either a strict interpretation of the con- 
tract, or upon equitable considerations, but not a mixture 
of both concepts inconsistently applied. If the Court is 
to follow a strict interpretation of the contract, then it 

cannot require Petitioner to refund until October 31, 1958 


and pay interest, too. If the case is to be decided upon 
the basis of equitable considerations, Mississippi should be 
required to refund until March 31, 1956 only and to pay no 
interest because Mississippi has always been willing to 
refund for that period (Joint Appendix, pp. 113-122) and 
still is. It has been held that where a supplier of gas has 


7 The Fifth Circuit in Bel Oil Corp. v. F.P.C., 255 F. 2d 548 (5th Cir. 1958), 
cert, denied, 358 U.S. 804 (1958) also displayed its indisposition to allow the 
unjust enrichment of a party to litigation arising under the Natural Gas Act. 
There the Court held that the petitioner had not sustained its burden of 
proving that it was entitled to an increased rate without showing its cost of 
service under current conditions. But the Court set aside an order of the 
Commission dismissing the petition for a rate increase and ordered a rehear- 
ing before the Commission where evidence of cost of service could be intro- 
duced, noting that if the Commission’s order were permitted to stand, peti- 
tioner would be required to account to its customers for a large sum of money 
which it may really be entitled to keep if its proof wins the approval of the 
Commission. The Court concluded by saying (255 F. 2d at 553): ‘‘In 
such circumstances some parties would be unjustly enriched and petitioners 
would be heavily penalized without reference to the real merits of the 
controversy.’’ 
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stood ready to make a refund but has not been able to do 
so because of the pendency of litigation, interest will not 
be added to the refund for the period during which the 
supplier was willing to refund. Northern Natural Gas Co. 
v. F.P.C., 215 F. 2d 892, 902 (8th Cir. 1954). 


The Court’s opinion as to the determination of the extent 
of the refund and as to the adding of interest is inconsistent 
in another respect. The Court decided the main question 
on the! basis of this being a rate case and not a refund 
case. But under the Natural Gas Act, a rate operates pro- 
spectively only and therefore no interest question can arise. 
Interest can be awarded in a Section 4(e) proceeding only 
in connection with making a refund. In effect, therefore, 
what the Court has done is to treat this as a rate case for 
the purpose of the principal question and as a refund case 
in deciding the interest problem. 


Since neither the settlement agreement nor the Natural 
Gas Act provides for the imposition of interest under the 


facts of the case at bar, the Court’s action in approving 
the Commission’s order in this respect can be justified 
only upon equitable considerations. But it should be borne 
in mind that the Court’s approval of a refund for the 
period ending November 1, 1958 has resulted in a windfall 
to the utility customers of almost $2,000,000, a most inequi- 
table result. How can interest which might reach the 
amount of an additional $400,000, be allowed upon such a 
windfall by invocation of equitable considerations? 


VI. THE COURT ERRED IN HOLDING THAT THE COMMISSION 
HAD THE POWER AND JURISDICTION TO ENTER THE 
ORDER OF JANUARY 23, 1959 

In holding that the Commission’s order of January 23, 

1959 supplemented the June 1953 order and, as such, was 

within the power of the Commission to enter under Section 

16 of the Natural Gas Act, the Court misinterpreted the 

meaning and scope of the January 1959 order. It is re- 

spectfully submitted that the order of January 23, 1959 
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enforced as well as interpreted the order of June 1953. 
Such enforcement is within the exclusive jurisdiction of the 
District Courts of the United States and beyond that of 
the Commission. 


Section 21 of the Natural Gas Act invests the District 
Courts of the United States with exclusive jurisdiction of 
all actions to enforce any liability or duty created by the 
Act or any order of the Commission. As stated in Michr 
gan Consolidated Gas Co. v. Panhandle Eastern Pipe Line 
Co., 226 F. 2d 60, 70 (6th Cir. 1955) : 


The Commission is not authorized to interpret the 
legal effect of its own orders or alleged violations 
thereof, cf. Michigan Consolidated Gas Co. v. Federal 
Power Commission, 83 U.S. App. D.C. 395, 167 F. 2d 
264, nor to extend their legal scope. 


The order of January 23, 1959 was typically an enforcing 
order directing Mississippi to comply with the Commis- 
sion’s order of June 1953. Mississippi had offered to 
comply with the settlement agreement and order approving 
it by refunding for the period ending March 31, 1956. 
This proposal the Commission rejected and, in mandatory 
and compelling terms, ordered Mississippi to file a reduced 
rate for the period ending October 31, 1958. By so acting, 
the Commission clearly was commanding compliance with 
its interpretation of the June 1953 order approving the 
settlement agreement. In fact, the Commission has con- 
ceded in its brief (at p. 11) that the order of January 23, 
1959 was an enforcement order: 


<<"’he Commission ordered Mississippi to comply with 
its order of June 3, 1953 by reducing its rates to its 
wholesale customers ... .”’ 


Under Section 21 of the Natural Gas Act and the cases 
referred to above interpreting it, the Commission’s order 
complained of was within the exclusive jurisdiction of a 
United States District Court. 
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VIL THE COURT ERRONEOUSLY HELD THAT THE INTERPRE- 
TATION OF THE SETTLEMENT AGREEMENT WAS A MATTER 
OF LAW AND THAT, THEREFORE, MISSISSIPPI WAS NOT 
ENTITLED TO A HEARING 
By letter submitted October 20, 1958, Mississippi notified 
the Commission of its intention to comply with the settle- 
ment agreement by refunding for the period from Novem- 
ber 8, 1955 to April 1, 1956. It was Mississippi’s inter- 
pretation of the agreement, based upon the language of the 
agreement, the clear intention of the parties, the circum- 
stances under which the contract came into existence, as 
well as all the facts which had arisen subsequent to the 
effective date of the agreement, that it was not obliged 
to refund beyond April 1, 1956. On January 23, 1959, the 
Commission, without notice and hearing, entered an order 
rejecting Mississippi’s interpretation of the settlement 
agreement and other pertinent facts and ordering Missis- 
sippi to reduce its settlement rate from January 1, 1956 
to November 1, 1958. On February 6, 1959, Mississippi 
filed a petition for rehearing of the January 23 order, and 
in that petition contended that it was deprived of its right 
to a hearing on the interpretation of the agreement. On 
March 5, 1959, the Commission, specifically noting that 
Mississippi’s petition for rehearing alleged that the Com- 
mission erred in issuing the January 23 order without a 
hearing, granted the petition. Then, however, on April 
2, 1959, ‘the Commission, still without holding a hearing, 
readopted its position taken in the January 23 order. 


In approving the Commission’s denial of a hearing, the 
Court has held that the ‘‘interpretation of the settlement 
agreement’’ was a question of law, that ‘‘no questions of 
fact were presented’’ and that, therefore, Mississippi was 
not entitled to a hearing (slip opinion, pp. 14-15). It can 
hardly be denied, however, that the interpretation of a 
contract is ‘‘to some extent at least, a question of fact 
depending on the nature of the business to which the con- 
tract relates, the ordinary usage therein, the circumstances 
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under which the parties dealt, and perhaps upon other sur- 
rounding facts.’’ Roig v. Electrical Research Products, 57 
F. 2d 639, 641 (1st Cir. 1932) ; see, also, Thayer, A Prelim- 
inary Treatise on Evidence (1898), p. 202. 


At the time of the entry of the order complained of, 
the language of the settlement agreement did not fit the 
situation that had evolved since its execution. Mississippi 
was contending that the purpose of Paragraph VII was to 
require it to pass on only its customers’ share of the 
benefits it derived from the United rate reduction. Inter- 
venors contended that such was not the purpose of Para- 
graph VII. The Commission originally agreed with Mis- 
sissippi (see footnote to final order in the United case, 
Joint Appendix, p. 253), but later took the view that the 
contract should be literally enforced although such enforce- 
ment violated the evident intention of the parties. 


In these circumstances, the intention of the parties be- 
came the basic issue. Their intention was a question of 
fact which called for the submission of evidence of the 
circumstances under which the settlement agreement was 
entered into, what the parties intended at the time, how 
the Commission had construed escalatory clauses in the 
past, as well as evidence of events subsequent to the execu- 
tion of the contract and the impact upon the respective 
parties. The question was not merely one of law, a deter- 
mination of whether the order complied with the settlement 
agreement on its face. Rather it involved matters of fact, 
of intent and of equitable considerations, all highly rele- 
vant to the resolution of the ultimate issue and all properly 
presenting matters which could be resolved only after a 
hearing. 
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CONCLUSION 


For the foregoing reasons, it is respectfully submitted 
that the Court should set aside or withdraw its opinion 
filed in this cause on June 30, 1960, and grant Petitioner, 
Mississippi River Fuel Corporation, a rehearing before 
the Court en banc. 


Ricumonp C. Cosurn, 
411 North Seventh Street, 
St. Louis 1, Missouri, 


MeEtvin RIcHTER, 
826 Pennsylvania Building, 
Washington 4, D. C., 


Attorneys for Petitioner, 
Mississippi River Fuel Corporation. 


Creon L. Burr 
407 North Eighth Street 
St. Louis 1, Missouri 


Of Counsel 
July 1960 


Certificate of Counsel 


The undersigned counsel for Petitioner, Mississippi River 
Fuel Corporation, certify that the foregoing Petition for 
Rehearing is presented in good faith and not for delay. 


Ricumonp ©. CoBurn 


Metvin RIcHTER 
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FrepEeRaAL PowER COMMISSION, RESPONDENT 


3 ON PETITION TO REVIEW AN ORDER OF THE FEDERAL 
POWER COMMISSION 


RESPONDENT'S ANSWER TO PETITIONER'S PETITION FOR 
REHEARING BY THE COURT EN BANC 


Mississippi, in the first point of its petition for rehearing 
before the Court en banc, misinterprets the Court's opinion 
as conflicting with the established procedural filing require- 
ments of the Natural Gas Act.* 

Mississippi tears out of the Court’s opinion the idea that the 
Commission had “built into the F-1 rate an automatic down- 
ward revision, the amount of which was dependent upon & 
future event,” ? and jumps to the conclusion that the Court’s 
holding “would permit a rate change to go in effect auto- 
matically and without any filing with the Commission” (Pet. 

3-We confine this answer to petitioner’s first point (Pet. 2-6) which was 
not raised before the Commission, is not to be found in the petition for 
review, and was not argued to the panel which heard this case. The re- 


mainder of the petition for rehearing raises objections which were met in 
the Commission’s brief and disposed of in the Court’s opinion of June 30, 


1960. 
* Slip opin., p. 10. 
560382—60 
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2). This ignores the distinction between (1) the substantive 
legal obligation to reduce rates as of a certain date and (2) 
the filing procedure by which the reduction is to be made. 
Mississippi then-accuses the Court of having addressed itself 
to the Jatter, procedural question and -of “having overlooked. 
the cases “holding-that--*: *.-* -rates:.*--*- *:cannot be changed 
without complying with the filing and notice provisions of 
Section 4(d) * * *” (Pet:2-3). 

When read in context, however, the Court’s analysis is not 
susceptible of such misinterpretation. For the Court imme- 
diately preceded its discussion of the legal effect of F-P.C. 
Opinion” No: 253 by quoting from~that Opimion paragraph 
VII of the settlement, including the following sentence:* 

The said’ change in Mississippi’s rate’ schedule F-1 is 
to be filed within 60 days after the date on which the 
order reducing United’s rates becomes final, to be.effec- 
~ “tive as of the date as of which the reduction in United’s 
rates is made effective. 


ee me eee S 


Opinion No. 253 in implementing the F-1 settlement rate 
did build “into the F-1 rate.an automatic downward revision”, 
but it did so by prescribing contingent revised rate and im- 
posing on Mississippi the obligation to file it. - It thereby 
put Mississippi, its customers, and the public, on notice that 
the F—-1 rate would. be reduced in the event of a reduction in 
certain specified United rates to Mississippi, Mississippi’s:re= 
duction to be effective as of the date of United’s.. It is; of 
course, true that Mississippi would continue to charge the 
unrevised F—1 rate until it had taken the procedural step of 
filing the revised. F-1 rate. Accordingly Opinion No. 253 ex- 
pressly required Mississippi to take that procedural step in 
order to satisfy the automatic, substantive obligation to reduce 
the F-1 rate* , oe tte, fe 


. * Slip.opin., p.10 (emphasis added by Court)... - “uaithe ape s9.0¢ 

. “The cases relied on by the Court (slip opin, pp. 10-11)are clearly in 
point. Thus: in Kerr-MoGee Oi Industries, Ino.. v. FPO; 280 ¥F. 24 
602. (CA 10), the contract automatically fixed a-rate effective as of-June 7% 
1954. The amount of that rate could not be ascertained until a later date 
and Kerr-McGee could only charge the previously filed rate until 2 new 
filing had been made. Once done, however, the filing related: back: to: June 
7, 1954. Even more clearly here Opinion No. 258 operates. in like 
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| The petition for rehearing should be denied. 
Respectfully submitted. 
Joun C. Mason, 
Acting General Counsel, 
Howarp E. WAHRENBROCE, 
Solicitor, 


Roszet W. PERDUE, 
Davip J. BaRDIN, 


Attorneys, 
For respondent. 
Federal Power Commission, 
Washington 25, D.C. 
Avucusr 8, 1960. 
Thanner. It established an F-1 rate to be filed and charged immediately, 


| subject to downward revision upon an event certain which revision was £0 
be effectuated by a new filing. 
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‘United States Court of Appeals 


For tHe Disreict or CotumsBia Crecourr 


No. 15,167 


Mississrpr1 River Fue Corporation, Petitioner, 
v. 


FreperaL Power Commission, Respondent, 
Inurnors Power Company, Lacuepe Gas Company, 
MwmSovuts Gas Company, 
Intervenors. 


INTERVENORS’ ANSWER TO PETITION FOR 
REHEARING 


In Point I of its Petition for Rehearing, Mississippi con- 
tends that this Court erred in holding that ‘‘the order [of 
| June 3, 1953] specifically built into the F-1 rate an auto- 
- matic downward revision, the amount of which was depend- 
' ent upon a future event, i.e., the Commission’s final order 
| terminating the United-Mississippi dispute in Dockets G- 
- 1142 and G-2019’’ (Opmion p. 10). Mississippi argues 
(Petition for Rehearing p. 2) that this is erroneous, be- 
cause ‘‘This holding would permit a rate change to go in 
effect automatically and without any filing with the Com- 
mission * * *”’, 
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If the contention is that the Commission cannot promul- 
gate a rate subject to automatic retroactive revision de- 
pendent upon a future event, then Mississippi is raising an 
objection that has not heretofore been made. Under the 
Natural Gas Act, ‘‘No objection to the order of the Com- 
mission shall be considered by the court unless such objec- 
tion shall have been urged before the Commission in the 
application for rehearing unless there is reasonable ground 
for failure to do so.’? (Natural Gas Act § 19(b)*) See 
Mississippi’s petitions for rehearing, Joint Appendix 191 & 
209. Accordingly, this Honorable Court could not consider 
this new objection even if it were sound. 


But the objection is unsound, and this Court’s holding is 
correct. Mississippi’s contention that the Commission has 
no power to place a rate into effect upon condition that it 
be adjusted according to a definite formula upon the occur- 
ence of certain specified events would, if sound, hamstring 
the Commission in performing its regulatory duties under 
the Natural Gas Act. The present case is typical of the 
situations where such power is needed. But this argument 
need not be pursued further, for the power clearly exists, 
as the cases cited by the Court hold. The cases cited for 
the first time in the Petition for Rehearing, we submit, add 
nothing to what the Court had already considered. 


Actually, these cases and Mississippi’s entire Point I of 
its Petition are directed to the argument that the Court 
erred in using the word ‘‘automatic’’ because certain 
procedural notice and filing provisions of the Natural Gas 
Act must be complied with before a new rate can go into 
effect. Quite obviously the Court was well aware of such 
procedural steps and anticipated the necessity of Missis- 
sippi’s performing them. As Mississippi itself points out 
in the footnote on page 6 of its Petition, the 1953 Settlement 
Agreement contemplated that Mississippi would ‘‘file’’ 
with the Commission changes in its rate schedule to reduce 


* 52 Stat. 831; 15 U.S.C. § 717r(b). 
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the rates as provided by the formula. The act of filing is 
merely a mechanical implementation of a new rate which 
automatically results when the future event occurs. The 
Settlement Agreement contemplated that if United were 
required to reduce its rates Mississippi automatically would 
be required to reduce its rates according to an agreed upon 
formula. 


If the position set forth by Mississippi in Point I is that 
the Commission is without power to order any rate reduc- 
tion whatsoever, this is not only inconsistent with the posi- 
tion taken by Mississippi in the proceedings thus far (and, 
as aforesaid, is a new position that has heretofore never 
been advanced) but it is also inconsistent (1) with the 
position Mississippi takes in Point IT and (ii) with the con- 
duct of the parties, including the Commission, at the time 
of the 1953 Settlement Agreement. 


In Point II Mississippi shifts back to its original position 
when it writes (pp. 6-7): ‘Hence it is inescapable that 


the settlement rate was found to be just and reasonable 
and was expected to be paid to and received by Mississippi 
for the future, subject only to passing on a share of a reduc- 
tion in the cost of gas purchased from United below the cost 
level on which the settlement was based.”’ In Point II ac- 
cordingly it is Mississippi’s contention that the clear in- 
tent of the parties was that there would be a rate reduction 
of some sort but that such rate reduction would terminate 
when United’s rates to Mississippi increased.2 


Finally, as aforesaid, to adopt the position seemingly 
taken by Mississippi in Point I—i.e., that the Commission 
was without power to require any retroactive rate reduction 


1 This latter conclusion is contrary to the facts. Clearly it was not Inter- 
venors’ intent that the reduction should terminate at such time; indeed, it 
could hardly be, for as this Court pointed out (Opinion, pp. 12-13) this 
would mean that the Intervenors were agreeing to have the time and amount 
of such increase dictated by an agreement between United and Mississippi 
in a proceeding to which Intervenors were not even parties. 
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whatsoever—would mean that the parties in executing the 
1953 Settlement Agreement were participants in a futile 
act and were engaging in useless verbiage. For by that 
agreement it is clear that some rate reduction was con- 
templated; we can hardly attribute such ingenuousness or 
duplicity to either Mississippi, the Intervenors, or the Com- 
mission Staff. 


On page 12 of its Petition, Mississippi claims that the 
Court erred when it concluded Petitioner had a ‘‘remedy for 
its plight.”’ and should have filed new rate schedules to 
terminate the reduced rate. The plight for which it is 
claimed no remedy existed was that ‘‘it did not occur 
to Mississippi that it would be necessary to file a new rate 
to protect its rights under the settlement agreement.”’ 
When, pursuant to the Commission’s Order of January 6, 
1956, United’s PL-C rate became effective as of November 
8, 1955, Mississippi knew that the condition requiring re- 
duction of the demand and commodity charges in its F-1 
rate to its customers had become operative. 


If Mississippi, thus seeing the effect that the automatic 
adjustment condition would have on its F-1 rate schedule, 
had thought the result onerous (either with or without con- 
sidering the effect of possible further increase of United’s 
rates as of April 1, 1956) it had its remedy under § 4; it 
could even have refiled a rate with the same dollar amounts 
of demand and commodity charges as its F-1 schedule had 
in 1953, but with a provision relieving it of the condition re- 
quiring downward adjustment on account of the two United 
cases in question. 


We submit that the most likely explanation for Missis- 
sippi’s failure to do this (or to seek any increase in rates 
until 1958) is that Mississippi was not too optimistic about 
the outcome of a new rate case—which would of course 
have opened up all its costs and its earnings to inquiry by 
the Commission. But whatever Mississippi’s motives in 
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1956, or later, the Commission correctly decided the case 
and the Court’s opinion is, we submit, correct. 


We believe all other contentions are adequately an- 
swered in our main brief or in that of the Commission. 


Respectfully submitted, 


RicHarp D, SHEWMAKER, 
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St. Louis 1, Missouri, 
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